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A little known part of Anaconda is its production 
of high-strength phosphate fertilizers for Western 
farmers. 

A plentiful supply of phosphate is vital to plant 
growth, a prime requisite for bountiful crops. The 
soils of many Western States, low in phosphates 
to begin with, lose more and more with each har- 
vest. With Anaconda’s Treble Superphosphate or 
Phosphoric Acid, farmers can easily replace this 
necessary chemical and substantially increase their 
per-acre production. 

Anaconda’s fertilizers are produced at the com- 
pany’s Reduction Works at Anaconda, Montana, 
from phosphate rock mined at Conda, Idaho. 
Containing about 42% available phosphoric acid 
(almost triple the amount available in ordinary 
low grade phosphate fertilizers) Treble Super- 
phosphate’s granular form permits easy spreading. 

During 1952, Anaconda produced more than 
100,000 tons of treble superphosphate and phos- 
phoric acid. Based on numerous agricultural col- 


ANACONDA 


COPPER MINING COMPANY 








Treble Superphosphate bagging 
Operation at Anaconda Reduction 
Works at Anaconda, Montana. Bags 
are filled at rear, go through 
stitching and sealing operations, 
then are carried by conveyor 
directly to freight cars. 


“ANACONDA” stands for more than metals! 


lege and County Agents’ tests conducted in the 
intermountain area, this production, properly 
applied, would increase food crops in 15 Western 
States by: 


200,000 tons of beet sugar 
300,000,000 pounds of vegetables 
750,000 tons of alfalfa 
4,500,000 sacks of potatoes 
4,000,000 bushels of grain 


Presently, a new sulphuric acid plant is being 
built to facilitate Anaconda’s fertilizer production. 

This mining and processing of phosphates is 
only a small part of Anaconda’s operations. Pro- 
ducing a large family of metals for America, Ana- 
conda is nearing completion of a far-flung improve- 
ment and expansion program, at mines, mills and 
fabricating plants. All phases of the program are 
directed to the same goal... more and better 
products for the country. 53274-A 


The American Brass Company 

Anaconda Wire & Cable Company 

Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 
Anaconda Aluminum Company 

Anaconda Sales Company 

International Smelting and Refining Company 
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Maybe you feel that way these 
days about your own investments. 


You can’t seem to make up your 
mind which way to go—whether 
to buy, sell, or hold certain securi- 
ties. 

We don’t know all the answers, 
of course. No broker does. 

But for many years now, we've 
been plotting the progress of most 
major industries . . . keeping track 
of the more important companies 
... erecting the best road signs we 
can for the benefit of investors. 

If you’ve been wondering just 
what course you should follow 
yourself... 

If you’d like to know just what 
we think of any given stock—or 
your complete portfolio—just ask. 
And the more you tell us about 
yourself—your financial situation 
and your investment objectives— 
the more helpful you'll find our 
answer. 

Customer or not, there’s no 
charge for such an analysis, no 
obligation. Just address— 


WALTER A. SCHOLL 
Department SF-65 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 105 Cities 


“Invest — for the better things in life’ 
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A over America, the spirit of Christmas is opening our 
hearts to our friends and neighbors as we gladly join them in the 


work at hand, in creating beauty and good will for the entire 


community. 


That is typically American — for our country was built by men and 
women working together for the common good. In the beginning, 
there was a continent to conquer, rivers to subdue, vast expanses 
to be made habitable, homes to be built — and each one did his 
work, with everyone taking part. And even as our hamlets grew 
into cities, our resources and wealth expanded, and our country 
became increasingly great and powerful, the habit of constructive 
building — or working together — became the keystone of our suc- 
cess and progress. And, the stature of the individual grew with the 
initiative and resourcefulness born of freedom. 


And in every crisis, men heard the call to arms, left their farms, 
laid down their tools, and sprang to her defense— so greatly did 
they love their America. 


Now today,—the call goes out once more, not for war but for 
defense of a good life, of a square deal for everyone— the poor and 
the rich, the lowly and the great. And we must rise to the chal- 
lenge, to defeat the forces of disintegration and special privilege. 


We have experienced even more crucial days and been less prepared, 
yet we have won. We can conquer this crisis also, by honest and 
objective thinking,— for constructive action in the service of our 
country is the sure way towards success and prosperity for each 
one of us individually. 


To you, our friends and subscribers, whom we are happy to serve 
in the year ahead, with all our hearts we wish you well in your 
undertakings and a full measure of happiness and contentment. 
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The Precious Gift of Speech | 


One of the precious gifts of life is 
speech. From babyhood on, it is the 
bridge to understanding, friendship 
and love. 

‘There was a day when the power 
of speech was limited by the range of 
the human voice. Now there are no 
barriers of time or distance. You 
have but to speak into the telephone 
to be in touch with almost anyone 
—quickly, easily and at low cost. 


Just a few days ago the number of 
telephones in the United States 
reached fifty million, or one for about 
every three people. 

These telephones are operated by 
the Bell System and fifty-three hun- 
dred other telephone companies. 

All play an essential part in the 
nation’s service and they join to- 
gether in commemorating this new 
milestone in telephone progress. 


THE 50 MILLIONTH 
TELEPHONE 





The big story is not in mere num- 
bers but in what all these telephones 
mean to the country. 

By the quick interchange of news 
and views, the telephone has united 
millions of people. By its services for 
industry and the armed forces, it has 
become a front-line soldier in de- 
fense. The lines of communication 
that help the nation to grow also 
bind it together to keep it strong. 


BELL TELEPHONE SYSTEM 
AND FIFTY-THREE HUNDRED 
OTHER TELEPHONE COMPANIES 
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The Trend of Events 


WHERE WILL THIS ROAD LEAD?... Many thoughtful 
people who have been friends of labor for years are 
rapidly becoming convinced that the leaders of the 
unions have forgotten that they have a duty to the 
pub'ic as well as to the members of their unions. The 
strike of the photo-engravers against the newspa- 
pers of New York shows that when a handful of 
men can paralyze an important industry and cause 
inconvenience and loss to the population of a huge 
city, it is time to call a halt. The time has certainly 
come when no grievance of workers, no matter how 
justified they may think it to be, can be valid enough 
to permit the use of the deadly strike weapon in 
their hands. 

The use ot strikes under the comp!ex conditions of 
modern society has gotten out of hand. It is no 
longer a legitimate means of compelling employers 
to grant fair terms to workers. It has become, in 
effect, the technique of the hold-up. As more and 
more frequently employed today, it has become a 
racket and is therefore increasingly discredited, 
among the rank and file of labor, as well as the 
public at large. 


their objectives suspect among the people. The abuse 
of their power, as evidenced by their readiness to 
disrupt cur life, no matter at what cost, has reached a 
very high pitch, indeed. The danger is not merely 
that in the long run our free enterprise system will 
be imperilled by the rash use of the strike but that 
in the process the very foundations of our democracy 
may be weakened. 


PROBLEMS OF FARM SURPLUSES... That hardy per- 
ennial—the farm product surplus—is back again with 
us. Having worked off the old surpluses during 
World War II, accumulations of farm products have 
again risen to monumental proportions; and the 
excess is now larger than ever. To ease the problem, 
some have suggested that the government segregate 
the surplus and “stockpile” it, in about the way in 
which strategic materials have been stockpiled. This 
is presumably under the ostrich-like theory that if 
you can hide the surplus away somewhere, it may 
not be noticed. 

In the meantime, foreign producers of farm prod- 
ucts, outside the Iron Curtain, are frightened out 





The strike run wild is remi- 
nisecent of the fang and claw 
of jungle life. Sooner or later 
the reaction on the American 
people will cause them to de- 
mand an end to this obsolete 
method of settling labor dis- 
putes. 

If power corrupts, its ef- 
fects are all too visible among 
the labor leaders whose over- 
weening ambition is making 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


of their wits lest some day our 
surpluses turn up in their 
own markets, with conse- 
quences that can well be imag- 
ined, especially since foreign 
production of agricultural 
commodities is also rising. 

We don’t pretend to know 
a solution that would please 
everyone. Regiments of ex- 
perts have failed to find one 
as yet. 
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There is an economic solution but it is politically 
not feasible. Just for the record, it is worth stating. 
Farm prices, like other prices, are subject, in the 
final analysis to the law of supply and demand. If 
the farmers will agree to a program that calls for a 
rather stiff reduction in output and stick to it for 
about two years, the surplus will more or less take 
care of itself. We agree that this would be unpleas- 
ant medicine for the farmers to take and, human 
nature being what it is, one cannot blame them for 
rejecting this drastic solution. Nevertheless, the pro- 
posal does deal with the problem of surpluses more 
realistically than any of the elaborate measures that 
were adopted in the past and which seem quite likely 
to be adopted again. 


CORPORATE REPORTS... Improvement of corpora- 
tions’ annual reports, from the standpoint of giving 
the stockholder a complete picture of his companies’ 
activities and their results, has come a long way in 
the last half-century, but it still has a long way to go. 

The New York Stock Exchange has insisted since 
1900 that companies applying for listing agree to 
publish yearly statements. Judge Elbert H. Gary, 
considered a firm conservative in matters financial, 
published in 1902 such a comprehensive report of 
United States Steel’s first year of operations that 
directors complained they were being belittled—that 
any little speculator who had entrusted $1000 to 
John W. Gates knew as much about the company’s 
affairs as a director. 

This attitude, fortunately, has passed, although its 
passing was not devoid of unpleasant incidents. The 
public utility holdings companies of the ’twenties 
issued voluminous reports setting forth the benefits 
of placing layer after layer of securities on the 
operating properties—only omitting to point out that 
when things turned down the leverage would quickly 
bankrupt the farthest-away layers. 


The Securities and Exchange Act of 1934 fur- + 


thered the annual report as a medium of effective 
shareholder information, and the growth and spread 
of common stock investment during and after World 
War II brought the process to its present height. 

Much has been done, but much remains to be done. 
Some companies, entrusting their reports more and 
more to outside agencies which number few finan- 
cially trained staff members, rush off into whimsy 
before they have conipleted their task of telling the 
facts. The bare balance sheet and income statement 
are translated into prose in a president’s or chair- 
man’s letter. Then they are translated over again 
into a cute series of cartoons, showing the income 
as stacks of dollars handed over to conventionalized 
little workers, bankers, and finally stockholders. The 
data communicated remains the same. 

The balance sheet and income statement should be 
supplemented by a strict account of the meaning of 
changes in surplus account. The president’s or chair- 
man’s letter should relate, frankly, the company’s 
triumphs and disasters of the year just ended. Con- 
cealment of bad news hurts no one but the stock- 
holder. The trained analyst can extract it from the 
figures; competitors have their own ways of making 
trade information common. 

A fuller narrative of the year under review may 
be added to the president’s or chairman’s letter. 


Product information in the back of the book will 
often give the shareholder a feeling of identity with 
his company and his wares, although it has little 
value for the analyst. Charts or graphs are not to be 
despised because they have been overdone. A chart 
showing the growth of the company, with numbers 
of stockholders and their average holdings, helps 
further to identify shareholder and corporation. 

Times will not always be as good as they have 
been over the last few years. Corporate management 
will need friends among stockholders, if it is to be 
free to do the things necessary to cope with the 
turndown when it comes. That will not be the time 
to begin gaining the respect which always rewards 
frankness, and the confidence which responds to 
confidence. The time is now. 


DIVERSIFICATION AS A FACTOR IN 1954... From all 
indications, recessionary business influences have 
been spreading but on a noticeably moderate scale. 
Manufacturing operations have ebbed with produc- 
tion down some 10% for many plants. Most busi- 
nessmen are active in reducing inventories to more 
manageable proportions and this process, of course, 
reaches back into the factory. While the prospects 
are that over-all production will be lower in the first 
half of 1954, this does not apply equally to all prod- 
ucts. Some manufacturers expect that demand for 
certain of their products may even increase while 
demand for others is slipping. 

The advantage, obviously, is to those concerns 
with wide diversification in different lines. Com- 
panies specializing in only a few products may ex- 
perience an increase in the risk factor, according to 


, the extent of their dependence on these products. 


This is particularly true in products affected by pos- 
sible downward changes in prices. In such instances, 
the combination of lower prices and lower physical 
volume of sales, would cut heavily into profit margins. 


MOBILITY AND THE ECONOMY ... One of the most 
familiar aspects of American life is the extraor- 
dinary mobility of the population. The Census 
Bureau has recently issued a significant report show- 
ing that, on the average, 20% of the population 
moves its place of residence every year. While most 
of the moving is within the same or nearby areas, a 
goodly proportion, amounting to millions of people, 
cross state lines and many move clear across the 
country, from East to West and from North to 
South, or the reverse. 

Americans move, first, to improve their living 
environment; second, to find better opportunities to 
make a living, and, third, (applying mostly to older 
folk) to locate in a more favorable climate. For 
whatever reason, Americans need very little encour- 
agement to find an excuse for moving. Restlessness 
is undoubtedly one of our most universal traits and 
is is hard for us to stay in one place. This contrasts 
very sharply with other nations which are almost 
uniformly quite conservative in their habits in this 
respect. 

The extreme mobility of the American people has 
far-reaching economic effects. We are all familiar 
with the spectacle of large-scale migration from 
crowded cities to suburbs. This has not only created 
millions of new homes but (Please turn to page 352) 
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By E. D. KING 


NEHRU IN THE ROLE OF APPEASER 


i = hundred and fifty thousand Chinese 
coolies, under the direction of Soviet and Red Chi- 
nese Officers, are building a military road through 
Tibet which the Communists have not bothered to 
conceal. This road is aimed directly at the heart of 
India. Some day scores 
of Russian and Chi- 
nese divisions, heavily 
motorized and equip- 
ped with the latest 
weapons, may pour 
down this highway 
and descend on the 
plains be'ow. Should 
this calamity occur, 
Jawaharlal Nehru, 
who could have been 
able to prevent it had 
he acted with fore- 
sight, will be accused 
by the free world of 
having opened the way 
through his appease- 
ment of the Commun- 
ists. 

Why has Nehru 
adopted this equivocal 
course, the first fruit 
of which thus far is 
the growing alienation 
of the American peo- 
ple? After all, we 
know that Nehru is 
not sympathetic to 
communism. At home 
he has taken measures 
against them, albeit without sufficient vigor. We 
know, too, that he has been trained in Western tra- 
ditions and that this should give him a good under- 
standing of our basic institutions. Yet, he deals 
placidly with international communism as if it did 
not pose an ultimate threat to his country and his 
neighbors. 

As we gaze on the disheartening spectacle of a 
man who should be a firm ally of the free world but 
who, in effect, is maneuvering himself into a position 
of friendship with Soviet Russia and Red China, we 
can only come to the conclusion that this extraor- 
dinary position is dictated by his ambition to become, 
in the words of Senator Knowland, “the authentic 
spokesman for all Asia.” That, as has happened with 
other appeasers before him, he may be devoured in 
the process by the two giant predatory powers in the 
North, apparently cannot deter him from his dan- 
gerous course. A living eyewitness to post-war Com- 
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munist intrigue and aggression in Asia, he never- 
theless prefers to put on blinders so that he may not 
see what there is for him to see. Perhaps, in his 
vanity, he thinks when the test comes, he can cope 
with the unscrupulous but astute Mao-tze-tung, let 
alone the baleful Mal- 
enkov. His representa- 
tive, Lt. Gen. K. S. 
Thimaya, in charge of 
prisoner exchange in 
Korea, who is having 
some experiences of 
his own in dealing 
with the communists, 
should be able to en- 
lighten him. This of- 
ficer now knows that 
when the Communists 
come into a_ confer- 
ence, no trick is too 
shabby for them to use. 

Nehru, not long ago, 
accused the United 
States of “immaturity” 
in dealing with inter- 
national problems in 
their setting of recent 
years. We should have 
expected better of him. 
We may be new at this 
business of world lead- 
ership — which has 
been thrust upon us — 
but at least we can 
recognize our enemies 
and make effective 


Crawford in the Newark Sunday News 


plans to deal with them. 

What is the “mature” Nehru doing that makes his 
policies so much wiser than ours? From where we 
see it, he has been busying himself in late years with 
placating the Russian and Chinese communists. In 
the United Nations, he has taken a uniformly hostile 
attitude to the United States. He has not hesitated 
to agitate against us in other ways. No matter how 
he may seek to rationalize his policies as the fulfill- 
ment of “neutralism,” the effects are to range him 
on the side of our enemies. This is the inevitable 
result of dealing weakly with world communism. His 
is a mistaken policy as he ought to know from the 
record. That he refuses to admit it must deepen the 
suspicion with which he is regarded in this country. 

Nehru should ponder well that new military road 
being built to connect Tibet with Red China and 
Soviet Asia. Appeasement will never solve that 
problem for him. 
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Prospects for Early 1954 Markets 


On balance. stock prices rese further over the last fortnight, despite a check from profit 


taking late last week. The vitality of this recovery phase. now of nearly three months 


duration, may well be subject to more of a test after the year end. Follow a conservative. 


selective policy. holding adequate reserves for later buying opportunities. 


By A. T. 


2. balance, stock prices moved higher over 
the past fortnight under leadership of industrials 
and utilities, with the rail list “tagging along”’. 
There was an appreciable expansion in trading vol- 
ume, indicative of more current interest on the buy- 
ing side of the market than the reverse. Following 
a minor correction within the prior fortnight or 
so, the upswing from the mid-September 1953 lows 
was extended by a goodly margin for the industrial 
index, by a small one for rails. Responsive to im- 
proved money-market factors, and thus following a 
somewhat different pattern, the utility average, 
which made its low in June, rose to within the im- 
mediate vicinity of its bull-market of last March. 

At its best closing level last week the Dow indus- 


MILLER 


trial average (30 prominent stocks) had made u} 
about 72% of all the ground lost in zig-zag decline 
from the bull-market high of last January to mid- 
September, rails only about 38°. In line with utili- 
ties, top-grade industrial income stocks (defensive 
type) are’ generally around or close to their best 
postwar levels, with many recently at new market 
highs. 

Investors are evidently willing to sell or switch 
inferior stocks for tax-adjustment purposes at least 
in many cases, but are reluctant to take profits which 
would be subject to present peak taxes. The profits 
are largely available in better-grade, prominent 
stocks. Thus, moderately improved demand, com- 
bined with thinness on the selling side, has readily 
lifted stocks of this type, including a 
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MEASURING MARKET SUPPORT number of the Dow 30 industrials. As 
we have noted before, it remains to be 
“THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” seen whether more profit taking will 
THE MAGAZINE OF WALL STREET—1909 be encountered after the year end, when 
, lower taxes will be effective. We would 
a ae be inclined to await that test, and ex- 
320 | 320 haustion of the normal favorable year- 
H end — — ye founded 
= is on re-investment demand, before jump- 
? {| DEMAND for STOCKS | 7" ing to any conclusions about the staying 
power and upper limits of this phase 
tae __ Ga | io 2 ee __ 280 of market rise. 
[ee eee 
ceo Pei . + 260 Market Of Stocks 
a40 | SUPPLY OF 'sTOcKS 24o Whereas rails and utilities tend more 
r 2 eo —_ AS INDICATED BY TRANSACTIONS | or less to move together, responding to 
220 * ~ See oe AT DECLINING PRICES 220 general influences, industrials do not. 
| || T Any index or average designed to indi- 
MEASURING INVESTMENT AND SPECULATIVE DEMAND cate a “general trend” for industrials 
merely irons out and tends to conceal 
widely divergent price tendencies. More- 
— 4 oil over, as an indicator of general per- 
ee formance, the Dow average tends to 
“gild the lily”, especially under imme- 
~~ +M.W.S. 100 HIGH PRICED STOCKS diate market conditions, since it is a 
- sl limited cross-section of mostly leader- 
~ od bochoccbooeper® type stocks. Contrasting with its 72 
wore ° recovery heretofore noted, our broad 
ee owes? and more representative weekly index 
"0. | 00 ‘ M.W.S. 100 LOW PRICED STOCKS of 300 stocks has made up only little 
200 4° | wes tl | 100 more than a third of its decline from 
ee ee oe ee ae ee the 1953 bull market high to the Sep- 
SEPT. ne sil tember low. 


About half of our weekly stock-group 
indexes made their 1953-1949 major- 
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swing highs in 1951 or 
earlier; the balance in 
1952 or 1953, with the 
majority of these in the 
forepart of 1953. These 
rotating adjustments and 
shifts in investment pref- 
erences have little relation 
to any “general trend”. 





TREND INDICATORS 
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Some were mainly sharp 
corrections of previous 
over-exploitation. Exam- 
ples are air lines and 
‘hemicals. Some represen- 
ited uncommonly long ad- 
vance preparations for 
“the coming recession”. 
Steel is a notable example 
of that. Some stemmed 
from prior over-exploita- 
tion, plus adverse changes 
in margins and profits, of 
which examples are ethi- 
‘al drugs and_ liquor. 
some reflected deteriora- 
ion in the general pros- 
pects of individual indus- 
tries. Examples include 
agricultural implements, 
coal mining, metals, rail 
equipment, sugar and tex- 
tiles. 

Among those which 
have lost importantly in 
popularity, as compared 
with late 1952 or early 
1953 are automobiles, auto 
parts, oils, copper and 
brass, machinery, rails, 
tobaccos, and radio-television stocks. On the other 
hand, there have been relatively good performances 
on this latest market upswing by such groups as 
aircraft, bus lines, containers, finance companies, 
food stores, paper and public utilities; and there 
have been some recent stirrings of interest in such 
long-laggard groups as movies and liquors. 

This brief and partial review of divergences in 
stock-group behavior—they are even wider and much 
more numerous in the case of individual stocks—ties 
in with two conclusions. One is that realistic and 
selective adjustments within the market over a 
period of three years or more have tended to reduce 
its over-all vulnerability significantly. Working to 
the same end is the fact that there was less general 
speculation and more investment-domination of the 
1949-1953 market cycle than ever before in a major 
bull market, as indicated particularly by relatively 
conservative average price-earnings ratios and divi- 


Volume N. Y. Stock 
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dend yields even at the highest market levels 
reached. 
Flexible Policy Required 
The second conclusion is that the market will 


undoubtedly be as selective, and as filled with cross- 
currents, in 1954 as heretofore, calling for watch- 
fulness and flexibility in the management of port- 
folios. Some of the poorest performers of recent 
vears may fare relatively better in 1954, some of 
the best may fare worse. You will have to take into 
account changing prospects for better or worse in 
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individual lines of business, and the degree to which 
either at any given time have already been dis- 
counted in stock prices. On that, more detailed guid- 
ance will always necessarily be provided by our dis- 
cussions, on other pages, of industries and companies 
than can be given in any general-market appraisal. 

There is a substantial basis for thinking that 1954 
business recession should be fairly mild, and that it 
might run its course around mid-year, assuming 
adequately vigorous Government counter-measures. 
If that is correct, and taking advance investment 
preparation into account, a selective, trading-swing 
market appears a more reasonable expectation than 
a sweeping bear or bull market. The 1953 range to 
date—probably the full-vear range—for our com- 
posite weekly index has been 215.5-177.2. It is con- 
ceivable that the 1954 range will not differ greatly 
from that as to lower or upper limits. We would 
tentatively allow for downside tests in the forepart 
of the year; and a later turn for the better, hinging 
on demonstration of flattening-out tendencies in the 
downward trend of industrial production. At some 
point in the adjustment cycle in 1954 it is probable 
that some of the presently favored income stocks and 
better-grade growth stocks will be in relatively re- 
duced demand, and that buyers will be more in- 
clined to shop for comparative bargains among some 
of the relatively deflated cyclical and secondary 
stocks. 

But a basis for any early general shift in that 
direction is not apparent, with shrinkage in indus- 
trial production (Please turn to page 352) 
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A major and vexatious 
task of the next session of 
Congress will be to at- 
tempt a paring down of 
the vast sums paid by the 
Federal Government in a 
multitude of subsidies, 
under varying designa- 
tions, to States, to indus- 
tries, to individuals and 
other beneficiaries. All 
these are the product of 
demands by special pres- 
sure groups. 

The task will be so vex- 
atious because while, as a 
policy, many Members of 
Congress will agree that 
subsidies are —to use the 
strongest description—a 
pauperizing influence and, 
in some forms, an invita- 
tion to extravagance, the 
same Members will fight 
to the last ditch in defense 
of the particular subsidies their own constituents 
enjoy! This is not a rhetorical generalization; it is 
the downright fact! 

Some of the subsidies are relatively small, indeed 
negligible in terms of their effect upon the Budget 
but last year their aggregate added up to $4,150,- 
000,000, not including another half billion or so in 
the postal deficit. Nor does this figure take into 
consideration what may be regarded as the indirect 
subsidies granted certain industries through impo- 
sition of protective tariff rates. 

The Budget picture has been changing about every 
month since the new Administration has been in 
office and probably will change again by the time 
the President presents his figures and makes his 
address on the State of the Union to the next session. 
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Pressure Demands for... . 


Government Aid. 


By JAMES VINCENT 


Today it appears that, even after every effort is 
made at reducing requests for appropriations—and 
it is expected some six billions will be cut from 
earlier estimates—there will remain a deficit of be- 
tween three and four billion dollars. 

With the new Administration bending every effort 
to effect a complete change from the extravagances 
of previous regimes and still redeem promises to 
the voters to reduce taxes, it is obvious that the field 
of subsidies will appear alluring as an area in which 
new triumphs in economy may be achieved. 

But what a Herculean task! The term subsidy 
means different things to different people. To some a 
subsidy is a well-deserved encouragement to an 
industry or, for example, farmers producing the 
food of the nation. To others the term has the miser- 
able smack of alms and the recipient may be re- 
garded as an undesirable parasite. But one thing is 
certain—subsidies, over a long period of years have 
achieved all the habit-forming characteristics of 
heroic drugs! 

The United States has a long history of Federal 
subsidization. In our early years there were canal 
subsidies. The Homestead Act was a subsidy act— 
a Federal inducement which paid off fantastically 
in populating the country at the same time it was 
rewarding veterans who had helped preserve the 
Union. There were the land grants to colleges. It 
has been estimated that the Government has won 
richly from its land grants to railroads in that it 
gave public lands then next to valueless and ever 
since has reaped vast savings in low rates for trans- 
porting troops and Government property. 


Exploitation of Subsidies 


Aside from these historical pioneers in the field of 
subsidy benefits, the tremendous exploitation of the 
Federal subsidy idea did not really begin to bear 
fruit until after the Income Tax Amendment was 
ratified and the Federal Treasury entered upon the 
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collection of ever-mounting sums from the individual 
citizens and corporations of all the States! Whether 
it was from a teeling of guilt at dipping into the 
pockets of the citizens or from overflowing gene- 
rosity, Congress began to pour out largess from the 
Federal Treasury. The start was slow. In 1915 
grants-in-aid aggregated $5,500,000; in 1920 only 
$77,000,000; in 1925 only $114,000,000. From these 
small figures, the tide continued to rise and, with 
scarcely an interruption, has been rising ever since 
until now some 48 programs cost into the billions! 

As happens in almost any human relations (and, 
after all, human beings conduct even the most staid 
governmental affairs) what first were gratefully 
welcomed as earned or at least deserved benefactions 
from a paternal Federal Government, came imper- 
ceptibly to be looked upon as vested rights. An aspect 
of the subsidy which affected some of the Federal 
funds tended toward extravagance because in many 
cases a Federal grant would be contingent upon a 
State contribution. By voting a given sum, a State 
could see it doubled by a Federal grant. To resist 
putting up the ante for a hundred per cent gain—a 
sure gain—proved irresistible. 

For example, when the Federal-aid Highway Act 
was passed in 1916, the sums involved were rela- 
tively small. In any event, for each State, the sum 
was not large but when each State’s contribution 
was matched, the outgo from the Federal Treasury 
reached vast amounts. In recent years, there has 
been a tremendous crescendo of expenditure. In 
1948 Federal-aid highway grants aggregated $303,- 
066,000; in 1952 they had reached $417,000,000. 
And there often are special little tricks, always in 
favor of the beneficiaries. Under the road arrange- 
ment, a State can spend up to 114 per cent of its 
Federal grant for surveys and research on only 
proposed highways without matching the cost. 


Politics and the Deficit 


Not for one hour can politics be absent from 
subsidy considerations. The Representative in Con- 
gress from a given Congressional District relies for 
support (or thinks he does) on the sums he can 
bring into his constituency from the Federal coffers. 
Constantly importuning him for money and more 
money are the many pressure groups which the smell 
of money inevitably engenders. He would be a bold 
man in most cases who would argue that the causes 
put forward are unworthy, and in all cases, in elec- 
tion years. Always, the weaker the resistance to the 
demands, the bigger the leak in the Treasury dyke! 


There is scarcely a Congressional District in which 
there could not be found some supporters for special 
subsidies. The variety is wide enough to touch every 
group of the citizenry. What Member of Congress 
would dare criticize the school lunch program which 
in the latest complete fiscal year cost $82,400,000? 
In almost a similar category is work for restoration 
of wildlife. It cost $9,585,000 last year. The coopera- 
tive vocational education program cost $25,777,000 
as the share of the Federal Government. Emergency 
grants for schools cost another $76,000,000 while 
work on venereal and tubercular disease reached 
$14,000,000. General health grants for Alaska alone 
cost another $14,000,000. 

Various sums, not large individually, are granted 
for work with the States in the fields of cancer, 
heart disease, mental health, child welfare, crippled 
children and maternity services but they mount up 
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to $36,000,000. An additional $29,000,000 goes to the 
blind and $303,300,000 in aid to dependent children. 
Automobiles for disabled veterans cost only $1,530,- 
000 and a teaching grant to the National Mental 
Health Institute costs only $2,780,000. So it goes 
with each request, each appropriation modest enough 
in itself but with staggering aggregates. 

What Member of Congress in Senate or House 
is likely to raise his voice against any of these sub- 
sidies ? 

And yet the accumulation of these subsidies goes 
far toward creation of that deficit which, indefi- 
nitely continued, could mean the ultimate insolvency 
of the nation! Nearly all subsidies of this especially 
strongly entrenched sort are new to American policy. 
For by generations the greater part of the history 
of the country, all such responsibilities were pre- 
sumed to be those of the States, of municipalities, 
of local communities or private charity. 


Billions to Farmers 


From the realm of miscellaneous grants, the sub- 
sidy question moves into other levels, into circles 
where high policies, even more deeply involved in 
politics, govern. The American farmer is a highly 
individualistic capitalist and it was not until the 
advent of the New Deal that the idea of direct farm 
subsidies was entertained. Since that time the issue 
has become of immense importance and large cost. 
The Agricultural Adjustment Act of 1933 was the 
first move in this direction. After its program had 
been invalidated by the Supreme Court in 1936, a 
new approach was found and subsidies were granted 
for soil conservation, a purpose susceptible ef elastic 
interpretation. From 1933 to 1943 payments to 
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age over-production on one hand 





farmers averaged $419,000,000 a 
year. In 1944 payments were 
$294,000,000 and have averaged 
over $200,000,000 a year since. 
The question of subsidies 
through operations of the Com- 
modity Credit Corporation which 
are designed to maintain a parity 
as between what a farm producer 
receives for his crops and what 
he must pay for his necessary 
purchases is the center of tremen- 
dous controversy and the forth- 
coming session of Congress will 
witness spirited debate. While 


; engenders.” 
there doubtless will be changes, ° 





“‘Not for one hour can politics be 
absent from subsidy considera- 
tions. The Representative in Con- 
gress from a given Congressional 
District relies for support (or 
thinks he does) on the sums he 
can bring into his constituency 
from the Federal coffers. Con- | 
stantly importuning him for | 
money and more money are | 
the many pressure groups which 
the smell of money inevitably 


and extravagance on another. If 
the farm producer did not believe 
that the Government would afford 
a market at a high level for any- 
thing he produces, he would exer- 
cise greater judgment with the 
result that the entire farm econ- 
omy would be more sanely con- 
ducted. 

For example, large sums _ in 
subsidy have been spent: for the 
purpose of teaching soil conserva- 
tion to farmers. It has been 
pointed out with more than a 
touch of ridicule that it hardly 























it is a foregone conclusion that 
some system of parity payments 
will continue to be made to farm producers. 

The Corporation makes advances to producers on 
the security of their crops. In some years, the Cor- 
poration has sold huge quantitits of farm produce, 
especially in connection with the Marshall Plan 
and allied foreign nation operations. At times, it 
has realized substantial profits, as it did one year 
in the case of its cotton holdings but, in general, 
the entire operation constitutes a subsidy. 

In 1953 advances made by the Commodity Credit 
Corporation amounted to $2,700,000,000. Despite 
drought in some sections of the country, total farm 
production has been high and it is estimated that 
the advances for 1954 will reach $2,350,000,000. 
Whatever happens, these large sums are tied up. 
In 1953 the Corporation had inventories valued at 
$2,300,000,000. In 1954 it is estimated that this 
figure will rise to $3,100,000,000. 

As a part of the operations of the Commodity 
Credit Corporation, grants are made to the States, 
sometimes in the form of proceeds of sales; some- 
times actual food products. In 1953, these amounted 
to about $61,000,000 and estimates are that the 
figure will be higher in 1954. 

The Commodity Credit Corporation has had some 
dramatic adventures in its dealings. Perhaps the 
most widely publicized had to do with the huge 
surplus potato crop a few years back. On dealings 
involving $641,000,000 in the years 1948-50, the 
Corporation took a loss of $478,000,000. And in 
1953 it is estimated there will be a loss of $130,000,- 
000 on eggs. 

Since 1933, the Corporation has spent the huge 
sum of $18,100,000,000 in the purchase of farm 
products for the primary purpose of supporting 
prices. Over that period aggregate net losses have 
been $1,110,000,000, a sum which, of course, must 
come out of the taxpayers’ pockets. 

Legislators and administrators and the farmers 
concerned look to more than the balance sheet of the 
Commodity Credit Corporation. It is asserted on the 
one hand that the price support actions of the Cor- 
poration have prevented a far greater economic loss. 
It is argued that if prices to farmers were not main- 
tained, they would be unable to make purchases of 
automobiles, farm machinery and the whole mail- 
order house catalogue list of manufactured goods 
which, in turn, keeps factories running and employ- 
ment high. It is claimed that the results of any price 
support program can not be figured merely in terms 
of immediate cost. 

Another school takes the position that farm sub- 
sidies in any form are unsound in that they encour- 
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seems necessary to spend money 
to teach the same farmers the 
same lessons vear after year. Yet that is precisely 
What has been done. Indeed, farm organizations have 
recommended against renewal of some of these sub- 
sidies and yet Congress appropriates the money, 
notably in election years. The powerful and repre- 
sentative American Farm Bureau Federation recom- 
mended conservation subsidies of $100,000,000 for 
1953 although the Budget request was for $256,000,- 
000. Congress appropriated $250,000,000. 

Farmers receive subsidies in other ways. Feder- 
ally-financed public power and transmission lines, 
at the expense of the entire nation, benefits restricted 
regions. The Rural Electrification Administration 
shows an excellent record of repayments of its long- 
term loans at low interest to rural electric coopera- 
tives but the subsidy, as in so many cases, is found 
further in absorption of administrative expenses, 
the cost of which is paid by the taxpayer which, in 
business life, would be a part of the cost to the con- 
sumers. For example, reverting to the Commodity 
Credit Corporation, its administrative expenditures 
aggregate $268,000,000. 


Subsidies Through Tariffs 


Subsidies implicit in the protective tariff have 
been a subject of controversy since the foundation 
of the Republic. Today, the tariff issue is as alive 
as it ever was. 

Organized labor has embarked upon a Cassandra’s 
program of predicting ill-fortune, asserting that 
the nation is gliding into a major recession and that 
the Federal Government should undertake vast 
public works and take other expensive measures to 
maintain a high level of employment. At the same 
time, the unions are girding for a new general round 
of wage increases as though intent upon making 
their predictions come true by disturbing the 
economy. 

Now the unions are coming up with their really 
formidable demand for a “guaranteed” wage. 
Though this is a matter between industry and the 
unions, it must be said that a lot of encouragement 
to these unrealistic demands have come about 
through the soft attitude of past Administrations 
on labor, an attitude that has come about largely 
as a result of the growing political importance of 
the unions. What we see now is a threat for an 
indirect subsidy to labor which may become more 
difficult to resist in the future if we should again 
have an Administration that will more easily yield 
to political pressure than the present one. 

One of the bases for (Please turn to page 350) 
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Production 
Outlook 


Key to Business in 1954 


By THOMAS L. GODEY 


| will reach a new high for the 
vear 1953, but the record is being achieved largely 
because of the enormous output that occurred in 
the first half of the vear. Since Mav and June, down- 
turns have been exverienced on a rotating basis in 
industry after industry. 

Just how serious are these “softenings?” How 
long will they continue? Are they going to get worse? 
A current check into the situation in a number of 
important industries has been made in order to get 
the answer to these questions. 

First, let’s look at the situation in the important 
industries. 

STEEL. The steel industry, which had _ been 
operating at well over 100° of capacity early in 
1953, is currently operating at about 88‘: of capacity. 

Reaction of key steel executives is mixed and 
might best be described as expressing rather cau- 
tious optimism when the question of 1954 operations 
is brought up. 

Several factors have brought about the slowdown 
in this industry—one of the most important factors 
is the level cf economic activity. 

First, the steel industry reports that most of its 
customers’ inventories are in balance. There are 
spotty conditions of heavy inventories of steel prod- 
ucts in some lines, but balance in most; increasingly 
rare cases of consumers with short supplies of steel 
shapes and products. 

Big reason and immediate cause of the slowdown 
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in steel production experienced in re- 
cent weeks has been the reduction in 
consumption by important users of steel 
such as the auto industry—the country’s 
biggest steel] consumer. 

A slowdown in auto purchases was 
chiefly responsible, but there were addi- 
tional spot factors such as the fire which 
burned down General Motors automatic 


transmission plant in the Fall. This 
shut down production of several GM 
auto lines and contributed to a_ re- 
duced use ot steel. 

Still other causes of the steel slow- 
down were reduced orders from two 


other heavy users, the machinery and 
appliance manufacturers. 

Here, two factors were at work. In 
the appliance field, heavier consumer 
resistance was encountered after several 
years of peak sales. Causes of sales 
resistance were various: earlier heavy 
purchases, many observers felt, meant 
the public was “bought up” as far as 
appliances were involved, and there 
would be a lull for some time until 
appliances purchased in recent vears 
wore out or until customers paid off 
installments on appliances they had 
bought in the recent past. 

Machinery industry steel purchases 
reflected a slowdown in the industry 
resulting from a corresponding easing 
in capital investment. 

In the face of these conditions, and 
after interviews with key steel execu- 
tives, the consensus would seem to be 
a repetition of what was stated earlier 
—a note of hope, mixed with consider- 
able caution. 

There is every indication steel will 
continue to ease for the next five or six months, It 
is not expected to drop sharply below present operat- 
ing rates, possibly to approximately 80-82° of ca- 
pacity. Then, in mid-1954, it is expected to level 
off for a brief time and climb upward slightly. But 
there is little likelihood of the steel industry return- 
ing to its early 1953 level of 108 to 110° of capacity 
at any time during 1954. 

There are some steel officials who are flatly pessi- 
mistic and contend there will be a downward trend 
in the steel industry during ail of 1954. However, 
they are in the minority. The majority of steel of- 
ficials signalize a continuance of the fall-off for five 
or six more months and then a gradual pickup. 

MACHINERY PRODUCTION. Production of 
heavy industrial equipment has been on the down- 
trend since March. This was the result of a slow- 
down in plans for business capital investment. 

Machine tool shipments fell off 20°° between 
March and October, partly for the same reason as 
the slowdown in machinery production listed above, 
partly as the result of slowdown in government 
spending, and partly the general industrial down- 
trend experienced in the past few months. 

The one machinery item, if it should be so classi- 
fied, that is experiencing a counter trend is the pro- 
duction of heavy electrical equipment. Reason pro- 
duction continues high in this field is the continued 
expansion by electrical utilities. 

Indications are each of the segments of the in- 


305 





dustry will continue to experience the same condi- 
tionsfearly in 1954. There are possibilities however, 
the @ectrical equipment field will level off late in 
the g ming year. Total machinery production for 
the yfar is expected to be just slightly less than 1953. 

TR *ANSPORTATION EQUIPMENT. Freight car 
deliveries are 8% % under the levels in the first three 
months of the year. Diesel engine installations are 
downgto an even greater extent. 

Seyeral variables make it extremely difficult to 
estimftte with any accuracy what the production 
trend! will be in this industry in the coming year, 
partigularly with respect to freight car production. 

Beéause of the extremely high rate of conversion 
to diesels in the 1946-50 period, the railroads have 
competed the major part of their diesel program 
and there will be a gradual downtrend for the next 
year nt least. 

However, although present outlook for freight car 
manufacture indicates a continuation of the current 
downtrend, there are strong signs of a reversal and 
step- “Up of ‘production relatively early in 1954, with 
severgl important railroads instituting an improve- 
ment program that will call for many new freight 
cars. ' 

NONFERROUS METALS. This field has fol- 
lowed a pattern somewhat similar to the steel indus- 
try. However, the downtrend did not occur until 
late summer and has not been as sharp a fall-off 
as Was experienced in the steel industry. Present 
index; is at about 110%, compared with 120% to 
edi early summer. 

Prddictions are the industry will continue to fol- 
low te pattern of steel, with a continuing slide in 
early $1954 followed by a leveling off and gradual 
upswiig. Total operations for the year 1954 are 
expecjed to be slightly less than 1953. 

LUMBER. Lumber mill operations are slowing 
dewnfafter a sharp and traditional early-year fall 
whiclkt was followed by relatively high mid-summer 
opera®ions and a climb to higher rates in the early 
fall. Among the significant trends in the industry 
was 4 drop of 5% in the third quarter in western 
pine Sutput. The drop in housing starts indicates 
the industry faces a continuance of the trend for 
some; months, although easing credit terms will 
probaply spur housing and increase building activity 
in the coming summer and have a salutary effect on 
the lumber industry in the latter half of 1954. 

STONE, CLAY, AND GLASS PRODUCTS. This 
industry too has experienced a downtrend since the 
first quarter of this year, although it has not yet 
reached the low levels of late 1951. 

The trend is expected to continue for two to three 
more months at least, and then level off, with the 
industry hovering at a rate somewhat lower than 
average 1953 levels. 

AUTOMOBILES. Auto output is off from a 
seven and a half million annual rate in July to 
under six million. Some car makers slowed assembly 
lines in September because dealers’ new car stocks 
were above normal supply. Dealers continue to re- 
port heavy inventories and difficulty in moving many 
makes. Model change-overs will cut fourth quarter 
production, marking a return to normal seasonal 
patterns. 

Industry experts predict total auto production 
next year will be well below the level of this year 
or past several years. Plans at present are for a 
total of approximately five and one half million cars 
to be produced in 1954, In other words, despite 
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selling difficulties, auto production will still be sub- 
stantial. This in turn will have an effect on the stee! 
industry and help bolster that field. 

RADIOS AND TELEVISION. This industry has 
had an unusual pattern for the year. It experienced 
a downtrend earlier in the year than the reversal 
that took place in other major industries, and also 
went through a sharp upturn in late summer. Be- 
cause stocks had been cut by hard selling in July, 
production was spurred, and August output of radios 
and television sets was the highest for the month 
since 1950. Production has continued to climh. There 
are indications, however, of a reversal because of 
increased difficulty in selling, particularly of tele- 
vision sets. Westinghouse, in an effort to increase 
sales, just recently cut prices on 21” sets from 25% 
to 40%. Indications are for continuing problems in 
selling television sets, mostly because of the devel- 
opments and interest in color television. 

However, although set makers talk down color TV 
in order to halt the slide in black and white TV sets, 
the broadcasting industry continues to announce 
new color broadcasting developments that indicate 
the industry will be prepared for this type of pro- 
gramming in the coming year. Color sets in quantity 
production and lower than indicated prices, or else 
a postponement of color broadcasting for one reason 
or another, and a consequent upswing in black and 
white sales will be the only methods of spurring TV 
set sales in the coming months. Radio set sales, on 
the other hand, continue at a high level. 

REFRIGERATORS. Production of this line ex- 
perienced the usual seasonal downturn in late spring, 
but continues at a higher level than in 1952. Indi- 
cations are for the industry to follow normal pattern, 
with sales level being maintained at a rate just 
slightly less than in 1953. 

WASHING MACHINES. Output of washing ma- 
chines and all appliances in general is 17% below 
last spring. Dealers and distributors are heavily 
overstocked and there is considerable consumer re- 
sistance. Only one or two lines report substantial 
sales, and they admit volume is lower than in 1952. 

The trend is expected to continue until late spring, 
when harder selling and new models will reverse the 
trend; volume, however, for the year 1954 will be 
somewhat lower than 1953 and earlier years. 

IRONERS. The pattern here is identical to that 
of washing machines and selling may remain diffi- 
cult for an even longer period in 1954. 

VACUUM CLEANERS. This line too follows the 
general appliance pattern. Sales of these and other 
appliances have faced heavy consumer resistance 
and regular dealers are losing a great deal of busi- 
ness to discount houses. Many dealers will resort 
to special sales, heavy promotions and other forms 
of hard selling in order to move their merchandise. 
Appliances of this type are expected to continue to 
offer increased problems in selling in the year ahead 
and production will be correspondingly lower. 

TEXTILES. Textiles and other soft goods, ex- 
periencing the traditional reaction of heavier sales 
when hard goods sales are off slightly, and strange 
to say, not far from their three-year peak. Cotton 
production in the first half of the year was 12% 
ahead of 1952. Inventories have been down, and new 
styles and finishes have boosted sales. Here too, 
however, there are distinct hints of uneasiness: the 
fall spurt was less than normal. Indications are for 
spotty operations to continue in 1954. 

PAPER. Paper pro- (Please turn to page 350) 
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How Safe Are...... 


With the average yield of good-grade industrial 
stocks now about 6%, it is difficult to obtain yields 
far in excess of this figure without venturing into a 
highly speculative field. Most high-grade stocks yield 
between 4% and 514%, and other sound stocks, 
somewhat below the highest-grade in quality, offer 
yields of between 6% and 7%. It can be seen that 
the gap between these two groups and that in the 
8-12% yield bracket is a very significant one. The 
reason for this is that from the investment view- 
point stocks are largely valued according to market 
judgment on their individual dividend reliability. 
Since dividend safety is fundamental in establish- 
ing the market level of dividend-paying stocks, the 
yield of a given stock may be accepted as a genuine 
barometer of its investment standing; the higher 
the yield the less investment standing and the re- 
verse, the lower the yield the higher the investment 
standing, equally true. Exceptions may be found, 
of course, but this does not detract from the general 
applicability of the rule. 


Position of Marginal Companies 


Under present market conditions, it is especially 
important for investors not to be lured by excessively 
high yields since the dividends on which these yields 
are based are becoming vulnerable to changing busi- 
ness conditions. This applies especially to marginal 
companies in industries that are in an increasingly 
competitive position. The position of marginal com- 
panies in a period of downward adjustment in busi- 
ness can become quite uncomfortable both as regards 
the possibility of obtaining the necessary margin of 
earnings over dividends and the maintenance of an 
adequate financial condition. If finances are weak- 
ened through continued payment of dividends not 
adequately earned, as a result of prolongation of a 
general business set-back or of adverse conditions 
in the particular industry, it would be only a ques- 
tion of time before the directors would be confronted 

with the necessity of cutting or 
passing the dividend. This is a situ- 
ation which applies especially to 
the marginal companies. 

The leading companies are in a 
different position. In the first place, 
their dividends are generally con- 


servative in relation to earnings 
e e 2 and, in the second, they are not 
12 1e oe S e nearly so likely to be confronted 


—A Survey of 80 Stocks Yielding 8%-12% 


Part I 


(Editor’s Note: Approximately 200 stocks, 
listed on the New York Stock Exchange, yield 
from 8% to as high as 15%. Since dividend 
prospects for many stocks in this group are 
uncertain, we have considered it timely to pre- 
pare a special analysis for the benefit of our 
subscribers. The dividend position of 80 com- 
panies is given, limited to yields of from 8% 
to 12%, the first half of the group appearing 
in this issue, and the remainder in the next.) 
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By J. C. CLIFFORD 


with violent alterations in earning 
power when business conditions 
turn less favorable. Additionally, 
they are generally well provided 
with financial resources sufficient 
to warrant continued payment of 
established dividends, unless a 
downturn in business should be 
unusually prolonged. 

The less favorable marginal companies, yields on 
whose stocks are today characteristically high, is 
indicated by the general dividend record for the 
first nine months of this year. In this period, there 
were 131 dividends (New York Stock Exchange list- 
ings only) either cut or passed. Practically all of 
them were secondary, or marginal issues. This is a 
practical illustration of the effect of a decreasing 
profit margin in a large number of industries. While 
there were approximately twice as many dividend 
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increases as decreases, it is to be 
noted that there was a substantial 


YIELDS ON INDUSTRIAL STOCKS 





increase in the number of dividend re 
omissions among certain industries. 
These were principally : amusement, ‘ 
automotive (including accessories), 
chemical, beverages, machinery & ’ 
metals, mining, retail trade, steel 
& iron, and textiles. Practically all 
of these issues yielded 8% and more 
prior to unfavorable dividend action : 
so that this feature may be accepted 
as a clue to the future of many other ‘ 
stocks in the same yield bracket. 

It is also important to note that ‘ 
some of the lesser companies in in- 
dustries which are still highly pros- ‘ 
perous are commencing to reflect the 
effects of increasing competition. 7. oo 
This is illustrated in the accompany- 
ing table which shows the adverse ° 

















change taking place in the profit 


1946 1943 950 252 254 








margin of many companies. This 
would indicate that a higher degree of discrimination 
now is needed even among securities in strong in- 
dustries, as the dividend position of the weaker con- 
cerns in these industries becomes more vulnerable 
to the visible adjustment in business conditions. 
Among the high-yield stocks, it is necessary to 
make a distinction between three groups: (1) those 
that, for special reasons, can maintain present rates 
for a considerable period, (2) those that may have 
to omit their dividends altogether and (3) those that 
are likely to adjust payments to more realistic pro- 
portions. This latter is by far the largest group. It is 
also true of this particular group that a cut in the 
dividend to manageable proportions might actually 
improve the long-range position of the company as 
it would end an undesirable drain on its finances. 
In the following, we present a brief description 
of the dividend outlook for each of 40 companies 
listed in the accompanying table. The conclusions 
are based on earnings trends and prospects, and also 
on the financial position of the different companies. 
No one, of course, can pretend to knowledge of spe- 
cific dividend action in the future but, our conclu- 
sions, we believe, are logical in view of all the 
factors taken into consideration. 


ALLIED KID: Leading manufacturer of leather. 
mostly for shoe industry. Near-term outlook for shoe 
sales moderately favorable, but company’s earnings 
subject to volatile hide market to substantial extent. 
Financial position could be improved. Hence, divi- 
dend coverage does not assure continuation of cur- 
rent rate. 


AMERICAN NEWS: Wholesale dealer in maga- 
zines, books, tobacco products and novelties, and 
operator of newsstands in railroad terminals. Profit 
margin normally narrow. With rising costs, recent 
margin dropped sharply. Fair financial position, 
but lower earnings indicate more conservative 
dividends. 


AMERICAN RADIATOR & §8.8.: Largest producer 
of sanitary ware and heating equipment, and manu- 
facturer of other products. While leveling-off in 
building activity is indicated, replacement demand 
lends some stability to sales. Strength of financial! 
position and outlook for fairly well-maintained earn- 
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ings suggests continuation of dividend rate for 
some time. 


AMERICAN SHIP BUILDING: Largest company 
in ship construction and repairs in Great Lakes area. 
Industry highly cyclical. With variable costs, profits 
ure subject to wide changes. Earnings may be lower 
this year, but financial position would permit pay- 
ment of present dividends but not indefinitely. 


ANACONDA COPPER: One of the two largest cop- 
per producers and fabricators, with output includ- 
ing other metals. Most of copper reserves in Chile. 
While 1953 earnings should cover dividends by fair 
margin, the expected return of Chile as seller in 
world market may bring lower copper prices. Pay- 
ments of $3.50 dividends seems probable. 


ASHLAND OIL: Company is principally a refiner 
und marketer. Refinery competition is keen and 
profit margins have narrowed. Indicated lower earn- 
ings this year will still cover dividends by a good 
margin. Currently, oil supplies are excessive and 
company’s earnings may decline further, thus deter- 
mining future dividends policy at a later date. 


RKARKER BROS.: A leading Pacific Coast distribu- 
tor of furnishings for homes, hotels and public build- 
ings. Business is subject to risks of low profit margin 
and inventory adjustments. With a narrowing mar- 
vin, this year’s earnings could be less than the $1.50 
dividend. 


RATH IRON WORKS: Company is primarily a 
builder of Navy ships, mostly destroyers, and thus 
is subject to risks of changes in Government orders. 
Recent improvement in profit margin indicates that 
1953 earnings may exceed last year. With a fairly 
good financial position, current dividends may be 
continued for some time. 


REST FOODS: Company produces’ well-known 
brands of food items and household products. The 
industry is characteristically stable in volume, al- 
{hough competitive in price. Profits promise to hold 
up well and provide reasonable protection for the reg- 
ular $2.00 dividend, with strong finances permitting 
continuance of the 50¢ extra. (Please turn to page 
344) See tables on pages 310 and 311. 
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Allied Kid 


American News 


American Radiator & S. S. 


American Ship Building 


Anaconda Copper 


Ashland Oil 


Barker Bros. 


Bath Iron Works 


Best Foods 


Buffalo Forge 


Butte Copper & Zinc 


Century Ribbon Mills ee 


Chrysler 


Collins & Aikman 


Cooper-Bessemer 


Douglas Aircraft 


Eversharp 


Felt & Tarrant 


Great Western Sugar 





Hayes Mfg. 










































































(d)—Deficit 
1_Year ended June 30, 1953. 


2—Year ended February 28, 1953. 


3—Year ended Sept. 30, 1952. 
4—Year ended July 31, 1953. 
5—Year ended August 31, 1953. 


40 STOCKS YIELDING 8 TO 12 PER CENT 
(See Text for Comments on Individual Companies) 
—— Net Sales — Net Profit Margin — --Net Per Share—— Indicated Indicated 
9 mos. 9 mos. 9 mos. Div. Recent Div. 
1952 1953 1952 1953 1952 1953 1953 Price Yield 
———(Millions) 
$ 16.2 $ 19.11 3.1% 2.6% $ 2.01 $ 2.041 $ 1.60 18 8.8% 
292.4 $* 43.3 1.3 1% 3.19 .30 2.50 23 10.8 
277.1 222.1 6.5 4.6 1.78 1.01 1:25 13 9.6 
9.74 6.41 4.00 43 9.3 
478.1 8.3 4.61 2.78 3.00 32 9.3 
aves 229:5 177.8 6.2 4.3 2.46 1.21 1.00 W 9.1 
29.4 20.9 2.3 1.3 1.63 .56 1.50 12 12:5 
40.2 19.55 3.3 4.5 3.23 2.138 1.5012 20 7.5 
— 82.61 5.1 2.80! 636 2.50 30 8.3 
27.8 21.6 6.9 5.8 5.94 3.92 4.00 49 8.1 
6.6 7$ .83 a7 1.00 8 12.5 
sonst 6.6 2.3 78 (d) .48 .60 7 8.5 
2,600.9 2,576.7 3.0 Pe 9.04 6.40 6.00 64 o:3 
48.5- 24.0 22 7.8 1.952 (d) .34 1.60 14 11.4 
529 34.2 4.7 4.4 4.52 2.79 2.00 21 9.5 
522.6 632.2 2.0 Pe 8.99 11.09 6.00 73 8.2 
beats 19.92 39 6.5 6.1 1.862 64 1.40 12 11.6 
9.9 Fa} 4.0 4.5 76 64 .80 8 10.0 
73.9- 5.7 1.792 1.45 17 8.5 
16.73 4.0 1.08 .60 5 12.0 
8—Quarter ended Sept. 30, 1953. 
7—6 months ended August 31, 1953. 
8—6 months ended June 30, 1953. 
9—6 months ended July 31, 1953. 
10_Year ended July 31, 1952. 
11_Year ended August 31, 1952. 
12_Does not include early January 1954 payment. 
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40 STOCKS YIELDING 8 TO 12 PER CENT (Continued) 
| (See Text for Comments on Individual Companies) 
Net Sales — Net Profit Margin — Net Per Share— Indicated 
9 mos. 9 mos. 9 mos. Div Recent Indicated 
1952 1953 1952 1953 1952 1953 1953 Price Div. 
———(NMillions) Yield 
Holland Furnace . $ 35.0 $ 25.5 3.7% 1.4% $ 1.45 $ .42 $ 1.00 1 9.1% 
Inland Steel 458.0 439.9 5.1 5.4 4.85 4.91 3.50 41 8.5 
Island Creek Coal 43.5 30.2 6.8 3.3 2.90 BS | 1.75 17 10.2 
Kennecott Copper 471.5 365.4 18.2 17.9 7.96 6.06 6.00 66 9.0 
Liquid Carbonic 44.45 37.2 4.1 2.0 1.773 .60 1.40 17 8.2 
Mergenthaler Linotype 28.0° 16.7 5.7 6.1 3.41% 2.16 2.50 26 9.6 
National Dept. Stores 77.6 34.1" 1.0 (d) 1.4 1.05 (d) .61” 1.50 12 12.5 
Phelps Dodge 262.9 227.0 13.3 12.2 3.68 2.75 2.60 33 8.0 
Quaker State Oil 48.3 37.3 3.8 4.1 2.01 1.65 2.00 22 9.1 
Ronson Art Metal Works 22.9 9.48 (d) 7.1 (d) 6.3 (d) 1.51 (d) .545 .60 7 8.5 
Royal Typewriter 58 210 68.94 5.310 4.01 2.621 2.324 1.62 15 10.8 
St. Joseph Lead 105.2 69.2 a 8.6 3.61 2.20 2.75 31 8.8 
Schenley Industries 0c eceeceee 426.411 421.3° 2.811 ES 2.7611 1.53° 2.00 20 10.0 
Seagrave Corp. 5.1 3.3 6.1 4.0 2.58 1.10 1.20 14 8.5 
Sunshine Mining 3.8 2.6 31.5 24.9 82 43 65 7 9.2 
Symington-Gouild 20.6 4.2 .86 .66 50 42 11.1 
Waldorf System 20.0 14.8 2.4 2.0 1.13 70 1.00 12 8.3 
West Virginia Coal & Coke 13.9 14.5 49 29 1.36 84 1.10 13 8.4 
Westinghouse Air Brake 96.6 HW 2.35 1.72 2.00 23 8.6 
Youngstown Steel Door 7S 9.78 6.5 6.6 1.73 978 1.00 12’ 8.0 
(d)—Deficit 6—Quarter ended Sept. 30, 1953. 
1—Year ended June 30, 1953. 7—6 months ended August 31, 1953. 
2—Year ended February 28, 1953. 8—6 months ended June 30, 1953. 
3—Year ended Sept. 30, 1952. 9—6 months ended July 31, 1953. 
4_Year ended July 31, 1953. 10_Year ended July 31, 1952. 
5—Year ended August 31, 1953. 11_Year ended August 31, 1952. 
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% FEATURES OF COMING FARM PROGRAM | 


By “VERITAS” 


CONFERENCE of the Big Three—United States, Great 
Britain, and France—at Bermuda will have no im- 
portant bearing on the future of world relationships. 
It was little more than a compliment to Prime Minis- 
ter Winston Churchill, who was quite insistent that 





WASHINGTON SEES 


In political and departmental circles here there 
is increasing acceptance of the inferences drawn 
while Senator McCarthy was airing his reply to 
Mr. Truman’s attack on “McCarthyism”: McCarthy 
is, in all but formal announcement, a candidate 
for the republican nomination to the Presidency 
in 1956, and he believes the dominant issue will 
be communistic infiltration into high places. 

If anything, the McCarthy attack on the Eisen- 
hower Administration was sharper than the one 
Mr. Truman made; it was buttressed by instances 
which, to the Wisconsin senator's satisfaction at 
least, show Ike and his team have not moved with 
enough speed to prevent sapping the nation’s 
foundations. Oddly, Mr. Eisenhower's predecessor 
criticized him for embracing McCarthyism; the 
senator condemned him for not embracing it. 

It seemed evident that the Wisconsin lawmaker 
regards the record made by the incumbent Ad- 
ministration to be of little importance to the next 
election's outcome. That is reflected in the fact that 
he flatly disagreed with the President as to how 
weighty the “red issue” will be in 1956, and he 
minced no words in his attack against the White 
House—an action he would not be likely to take 
if he felt Ike’s personal popularity is a necessary 
ingredient of GOP success in ‘56. He created the 
impression that he, not Mr. Eisenhower, will be the 
nominee. He already has set the tone of his cam- 
paign on the note of subversiveness in government. 

The Senator is not a lone wolf in his prowl for 
convention strength. He claims the support of one 
nationally prominent publisher, several former 
party office holders, and attractive financial 
backing. 
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such a meeting be held. While the London office may 
have seen the possibility of some advancement to- 
ward world peace, no such optimism prevailed in 
Washington and, perhaps, not in Paris either. 


RAILROAD brotherhoods are figuratively smacking 
their lips. They’re sending local chapters copies of 
an ICC report which shows that during the first nine 
months of this year profits, after taxes, of Class I 
railroads increased 15 per cent over the same period 
of last year. Profits this year were more than $845 
millions. Net profits, after payment of interest on 
debt and all other charges, including taxes, went up 
22.4 per cent to $651 millions. At meetings of the 
locals, the members will be given indoctrination into 
the realm of high finance. The purpose will not be 
spread of academic knowledge, but ammunition for 
the bargaining table. 


RUSSIA probably will be denied membership in the 
International Labor Organization whose 66 member 
countries include red-controlled Poland and Czecho- 
slovakia. The Kremlin and its party-line mouthpieces, 
as usual, are up to no good. With a more direct voice 
than they now express through small satellites, 
Russia might be in a position to obstruct ILO inves- 
tigations, squelch reports on slave labor conditions 
suffered by workers “privileged” to live under the 
hammer and sickle. Moscow blasted ILO for many 
years; suddenly switched, wants to join up. Both 
major labor groups—AFL and CIO—have entered an 
emphatic “no’’! 


PICTURE of the farm program from the legislative 
focus comes from Republican Senator George D. 
Aiken, agriculture committee chairman: expanded 
farm markets through normal channels of trade; 
least possible government interference and a maxi- 
mum of official cooperation; production controls on 
several commodities; review of the price support 
schedule which now makes it possible to import some 
farm items, sell them here at less than domestic cost 
of production; some enlargement of the restrictions 
on what farm items can be brought here from abroad 
for sale on the American market. 
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The nation cannot afford the legislative fights 











month. As FDR would "go to the people" when he wasn't sure 
what strength he might muster otherwise, President 
Eisenhower could profit by a "fireside chat," his friends 
say. Mr. Roosevelt would ask the citizens to tell their 
congressmen how they felt about pending programs. 

It is not on record that this technic ever backfired. 
Trouble is that the second team has been on the field 

up to now; Ike has Spoken a few times, with wide coverage, 
but usually the occasion overshadowed the Speech, or the 
arguments were addressed to a particular Segment of 

the population or the economy. 














For many years, the democrats kept orcanized 
labor lined up because the demmies "tried" to repeal the 

Taft-Hartley Law (but didn't), because they "tried" 

to put over a civil rights program (but didn't) -- it was a 
succession of activities presented as honest efforts and 

the public was invited to share the sense of frustration and take it out on "the devil in 
the play." The GOP won't try to repeal the labor-management law, and won't try to 

enact a civil rights code such as was put forth by former White House incumbents. 

Any attempt to satisfy the unions with amendments is foreordained to failure. That simple 
fact stands out in the view of any Washington observer. The republicans are committed 

to civil rights by the process of education and persuasion, but rule out legal mandates. 
The "try" technic is out on these points, at least. 



































It's clear now, on the highest possible authority, that hope of balancing the 
budget is will-o'-the-wisp thinking. Because the President has spoken out on that 
point -- even though only through a press conference -- a balanced budget no longer can 
be considered a promise to be fulfilled by this Administration. Things revert to the 
point at which they originally stood: a promise of honest attempt to balance the budget. 
That, the original, promise is being fulfilled. But the objective should be clearly 
delineated; distortions must be anticipated, watered down now. 


























Economy was promised, and it has been practiced. But the picture has not 
been held up to the taxpayers in such a manner as to permit panoramic view. Each 
departmental administrator has been anxious to play up the payroll and other savings 
effected within his own bailiwick without relating them to the whole. In that manner, 
the praise is not distributed. It's concentrated for the time being, on the agency head 
who saves a few millions. No one capable of drawing a nationwide audience has totaled all 
of the savings, impressed upon listeners, viewers, or readers, what it means at this 
point, what it means in point of determined policy. 


























Taxes can be shifted, but they cannot be reduced. At least not to a degree 
which will satisfy the public that the Administration has achieved the goal of less tax. 
The national debt always is a horrendous thing, around election times especially. GOP 
orators did their share of hand-wringing about that. While they didn't promise to thin 
the debt total, they promised to check it. But it is going up and there appears to be no 
alternative to the "democrat sin" of raising the legal limit. There are compelling 
reasons. They should be told; in simple language, not double-talk. 




















Adverting to FDR once more: in a single fireside chat, he sent the populace to 
the main streets with bands and banners, proclaiming deliverance from economic death, 
through NRA. It is doubtful that a relative handful of the cheering mobs understood the 
economic dislocations and even unconstitutional aspects of the Blue Eagle. But the people 
had confidence in Mr. Roosevelt then, just as they have confidence in Mr. Eisenhower 
today. He could command a listening, patient audience. He knew it; took advantage of it. 

















This much is certain: Mr. Eisenhower will load work on congress, try to keep the 
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lawmakers on a charted legislative course. Each detour militates against Ike's Plan. 





Labor law amendment, civil rights, these and others will be proposed. They must be p'st- 
poned, shelved, if it becomes evident that they're feeding a delaying plot. The senate 
usually lazies away the first month on excuse it must wait for money bills which must 
first have house hearings and action. Ike iS expected to ask that house-senate joint 
committee hearin-s. That would be time-saving, in that witnesses would not be required 
to tell their entire stories twice. But individuals get less publicity in joint meetings 
than when they run their own shows, and they may reject the idea. 




















The senate can get two pending proposals out of the way in a hurry. The St. 
Lawrence Waterway bill is a "ready case"; the Bricker Amendment to cut the treaty-making 
powers of the White House has been rather well talked out and can be put to a vote almost 
any time. Whispers of raising the debt limit have blossomed into full-blown proposals 
and the senate can get on that while waiting for the house to dispose of its early calen- 
dar. Even democrats admit the GOP is more jittery about the debt limit than it need be. 
Under prevailing conditions no means of avoidance has been suggested so, they ask, how 
can it be used as a Serious political campaign issue? But it will be debated at great 
length in any event. 

















Leftovers include some highly controversial propositions that cannot be side- 
stepped. On the other hand they embrace a number which should have died of old age long 
ago. There will be a fight on permitting increase social security taxes to go into effect 
Jan. 1. Actually the new schedule -- an‘increase from 3 to 4 percent of payroll (uptoa 
fixed pay level) cannot be stopped; but it can be repealed and any payments made under 
the higher rate refunded. Ike could very well start the year with a reversal here. He 
and his Treasury Secretary want the 3 per cent rate continued. 























Chairman Reed of the ways and means committee, is opposed, has told the Presi- 
dent the committee probably will not go along with The Chief's suggestion. An adverse re- 
port would have a very important bearing on congressional action. Labor organizations 
ask their friends to prevent the higher payment from standing. At the same time they will 
ask that more people be covered by the benefit payments, millions more brought into the 
system. How two propositions, each working against the other, can survive has not been 
Suggested as yet. 
































Reciprocal trade agreements extension must ultimately arise. Renewal will be 
asked, very likely voted. What the study of foreign trade will produce is known only in 
broad outline; the President's special committee on that project is being accused both 
of being "Smoot-Hawley high tariff men," and of being "free traders." Since the commit- 
tee cannot possibly espouse both extremes, the end sought by Ike stems likely to be met: 
objective study. Foreign aid revival will be talked, voted; the amount will be the main 
point of debate, but it also is likely that some new terms and conditions will be fixed. 
There are manifestations of public anxiety for an answer to the question: How long does 
this continue? The congressmen are hearing about it through their mail. 





























The republican administration will concentrate as heavily on pleasing agricul- 
ture as the democrats did on giving cheer to organized labor. Next to direct money bills 
(departmental appropriations) this subject will bring forth the most talk and attention. 
In the existing setup, the GOP has a better chance of hitting its target than the opposing 
party had of hitting its. When a few blank spaces are filled in, the White House farm pro- 
gram will be very similar to the one the democrats evolved, plus a few shifts of emphasis 


which, the GOP promises, will make it an even better treatment than was accorded in the 
past. 


























One thing that is certain, is this: President Eisenhower will not go along witha 
plan that simply buys the friendship of the atricultural belt. In his campaign he promised 
the farmer a fair return for his products. He has indicated since then that the expression 
"fair return" is to be taken literally, not construed to mean that money will be dumped 
into the nation's bread basket as if from a bottomless sack. 
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The Philippines 


— Under a Pro-American Government 


By V. L. HOROTH 


W ere any proofs necessary that American ideas 
of political and economic organization can work 
in a Southeast Asia setting, the elections held last 
month in the Philippine Republic have supplied 
them. These elections will be memorable in this part 
of Asia, for something new has taken place, some- 
thing of which the United States as the former tutor 
of the young Republic may well be proud. Instead 
of a revolution or palace coup, the entrenched and 
corrupt political machine ruling in Manila was turn- 
ed out by the ballot. The Filipinos have learned well. 
There was no interference with democratic processes 
even though the country is still under economic 
strain, with much of the damage wrought during the 
years of Japanese occupation and the long struggle 
with the communist-led Huks still unrepaired. 

The importance of all this extends far beyond the 
Philippine Islands. As our protege and former ward, 
the Philippine Republic has been regarded as a 
showcase, a testing ground, for American ideas in 
Southeast Asia. Some of the new States, such as 
India, Pakistan, Indonesia, and Burma, have been 
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President Magsaygay’s election is im- 
portant not only because he is a friend 
of the United States and admires its 
ways, but because he is being watched 
closely by the countries of Southeast 
Asia. If he should succeed in building a 
strong democracy, neighboring countries 
will be encouraged to follow his example. 


particularly interested in the 
Philippine experiment, with a 
view to applying some of the 
ideas and policies in their own 
countries. The communist prop- 
aganda emanating from Moscow 
and Peiping has always pointed 
to the Manila Government as an- 
other example of modern 
“American imperialism,” which 
has supported any anti-commu- 
nist government no matter how 
unpopular or how undemocratic. 

Not only did the Philippine 
people win a great victory for 
clean government. A great vic- 
tory was won also for democra- 
cy’s cause in general. The new 
states of Southeast Asia—which 
have looked askance at all West- 
ern innovations—should now be 
convinced that, given the chance, 
democracy can work even among 
peoples who can hardly be re- 
garded as familiar with its praec- 
tices. For Moscow and Peiping, 
the elections must have been a 
surprise. Their cause in the 
Philippines has suffered an irre- 
parable setback. Now that an 
unpopular regime — which had 
repeatedly refused to correct the 
evils that offered a fertile soil 
for communism—is turned out of 
office, there is little danger that 
the dissatisfied and disappointed 
“tao” (Filipino farmer) will 
turn to foree and engulf the 
country in civil strife from 
which only the communists 
would benefit. 


Magsaygay, Reformer and Fighter Against the Huks 


The man who won a sweeping victory over the 
political machine of the President in office, Mr. El- 
pidio Quirino, who despite constitutional prohibition 
ran as a candidate of the Liberal Party, was Ramon 
R. Magsaygay, the candidate of the Nationalist and 
Democratic Parties. Mr. Magsaygay is a new type of 
Filipino. He is a man of the people who “worked 
with his hands and fought in the woods against the 
Japanese.” This is something unusual, for the Fili- 
pino politician in the past usually hailed from the 
land-owning class of Spanish background. 

Mr. Magsaygay won the people by his appeal 
against the “graft, corruption, and incompetence” 
of the Qurino Government. This was a charge that 
the Liberal party politicians who rigged the 1949 
elections found hard to refute. Graft and corruption 
scandals have been commonplace. It is claimed that 
about one-fourth of American assistance—or perhaps 
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$500 million—was either spent recklessly and fruit- 
lessly on doubtful projects, or found its way into the 
pockets of politicians. According to one source, “‘sur- 
plus property originally worth one billion dollars, 
with a resale value of between $200 and $300 million, 
was turned over to the Philippine government, and 
brought only some $43 million to the Philippine 
Treasury after its sale was managed by politicians.” 
Until the Bell Mission insisted on a thorough tax re- 
form, especially in regard to personal and corporate 
taxes, only 6 percent of the Philippine national rev- 
enue came from income tax. But even the present 
reorganized tax structure is far from satisfactory, 
and sabotaged by the Philippine Congress. Through 
neglect and incompetent government, vast sums 
given by the U. S. Government to individuals and 
to corporations as war damage indemnity were spent 
for consumer goods during the early postwar years. 
To finance industrialization, therefore, fresh loans 
are required. 

But Mr. Magsaygay could not have won his cru- 
sade against the Quirion regime without his popu- 
larity as leader of the anti-Huk campaign. Back in 
1950, when the depredations of the communist-led 
Huks were at their height and Manila itself was 
endangered, Magsaygay was made Secretary of De- 
fense in President Quirino’s cabinet and charged 
with cleaning out the Huks. 

The way Mr. Magsaygay handled the job is char- 
acteristic of the man and has important implications 
for the solving of some of the young nation’s prob- 
lems. Magsaygay first cleaned up the army, which 
was torn between two factions, the ex-guerillas and 
the ex-collaborators. Then he cleaned up and raised 
the morale of the Philippine Constabulary—a rural 
police force that, among other things, collected rents 
from landlords. The communist-led Huks, which, as 
Mr. Magsaygay realized, were capitalizing on the 
abuses of the primitive land ownership system, were 
tackled in three ways: (1) military operations were 
intensified, (2) large rewards were offered for the 
exposure of top Huk leaders, with the result that 
most of them were killed or captured, and (3) the 
ordinary Huk rank and file and their families were 
offered a house site and 25 acres if they surrendered 
their arms. Some newly developed land on the still 
largly uninhabited island of Mindanao was set aside 
for the purpose. By the beginning of this year, up to 
10,000 Huks had surrendered, and many of them, as 
Mr. Magsaygay intended, “became landowners and 
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— -_ —— capitalists.” Today the Huk movement is more 
U. S. Trade With the Philippines of a nuisance in the Islands than a danger. 
(In Millions of Dollars) n 
Prospect for Strong Leadership 
PRINCIPAL IMPORTS: PRINCIPAL EXPORTS: | 
1951 1952 1951 1952 ’ ie 
While the Quirino Government has always 
Se seve 72 91 Cotton & manufact....... ie = been scrupulously pro-American, and anti- 
Copra & cocoanut oil... 100 49 Synthetic fiber & mfts... Soviet, and even proposed to organize a Far 
Abaca & other fibers... 40 22 Machinery & equip....... 36 42 c bs th 
Cotton manufactures... 13 10 Motor vehicles ............ 14 15 Eastern NATO, its undemocratic ways a : ome 
Nuts & preparations... 15 10 Metals & manufact....... 21 20 and its refusal to deal with the Islands’ un- 
Fruits & preparations. 7 8 Paper products ............ 20 12 healthy economic and social conditions were 
Fodders & Feeds.......... 3 8 Tobacco & products oy 10 19 undermining rather than strengthening the 
ONE Fe ae ener ne, 8 Dairy products ............ 19 16 oak A A 
Chrome ore... 4 8 Grains & prep. .......... 9 oN U. S. position in Southeast Asia. Mr. Magsay- 
Tropical woods... 7 7 Fish products .............. WW 7 gay is pro-American in the sense that he pro- 
Industrial chemicals 2 1 Chemicals & medic....... 42 ed poses to open the country to democratic pro- 
a ae | A ee = we cesses and is eager to clean up graft and favor- 
Total 283 236 ee 3491 2621 itism and to push the program of reform and 
. 2 ‘ ae . development. The following are Mr. Magsay- 
1_—Excluding special categories such as aviation gasoline, etc. gay’s own words, quoted on his resignation as 
Secretary of Defense, which he tendered early 


this year when President Quirino made the 
statement that he needed him only to kill Huks: 


“It would be useless for me to continue 
as Secretary of National Defense with the 
specific duty of killing Huks as long as the 
administration continues to foster and to 
tolerate conditions which offer fertile soil 
for Communism. Merely killing dissidents 
will not solve the Communist problem. Its 
solution lies in the correction of social evils 
and injustice, and in giving the people a 
decent government free of dishonesty and 
graft.” 


The political platform of the Nationalist Party 
which backed Magsaygay calls for the investigation 
of corruption in government, for a balanced budget, 
land reform, the removal of the trade limitations of 
the Bell Trade Act, and for systematic industriali- 
zation of the country. In international relations, the 
platform urges the strengthening of the Philippine 
ties with the United States and the countries of 
Southeast Asia, and for just reparations before the 
Japanese peace treaty is ratified. 

It is likely that the new president-elect, being an 
independent political figure and with views of his 
own, will eventually make his own policies. He has 
been quoted as favoring the abolition of controls, 
reorganization of tax collecting, and modifying of 
the tax system. Being a man of the people and under- 
standing the plight of the farmer, he will probably 
tackle the problem of land tenure—despite the oppo- 
sition of his own party, which is basically conserva- 
tive and opposed to reform. 


The Problem of the Land and Industrialization 


With some two-thirds of the Philippines 20 million 
population living off the land, low agricultural pro- 
ductivity and Jand tenure are the number-one prob- 
lems of the Islands. If they can be solved, the eco- 
nomic, political and social stability of the Island is 
assured, and also a way out would be demonstrated 
to the new states of Southeastern Asia, which are 
in much the same situation. 

Food production lags behind the rise in popula- 
tion. While the Island population has increased by 
some 25 per cent since 1940, food output has risen 
only 7 per cent. Food prices are relatively high, and 
to avoid a rise in the cost of living the Island must 
import food which cost them annually some 150 to 
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200 million pesos, or about one-fourth of their ex- 
port earnings. 

The reason for low production of food is the low 
productivity of the farmer. Cultivation methods are 
primitive and the use of fertilizer by small farmers 
was almost unheard of until about two years ago 
when the MSA began to finance its importation and 
distribution. The independent farmers have plots so 
small that they cannot make a living on them. Ten- 
ants must pay rents amounting to 50 per cent of 
their crops, although the low limit is 30 per cent. 
The result is that the average Filipino farmer’s 
income is less than $100 a year. On such a low in- 
come, the country can hardly support a prosperous 
and growing economy. 

Since there is plenty of good land available on such 
outlying Islands as Mindanao, Palawan, Sambar, 
Mindoro and others, the problem could be partially 
solved by resettlement, if the people of central Lu- 
zon, Where the crowding is the worst—and where 
the Huk movement was the strongest—were willing 
to move. Improvement of farming methods could in- 
crease productivity. The establishment of rural 
credit banks to replace the village usurer was an- 
other measure proposed by the Bell Mission to mod- 
ernize Philippine farming. If all this is not enough, 
then probably the existing system of landlordship 
will have to be modified. 

The point is that all the great plans that the Fili- 
pinos have evolved from the industrialization of the 
country cannot possibly succeed without healthy ag- 
riculture and greater self-sufficiency in the produc- 
tion of food. Otherwise there is danger of the same 
kind of inflation that has plagued Brazil and Mexico. 

As in other under-developed countries, so in the 
Philippines, industrialization is regarded as a pana- 
cea. Envisioned are heavy industries based on local 
supplies of iron, manganese, chrome. Because of sul- 
phur and other minerals, chemical industries are 
regarded as particularly appropriate for the Islands. 
But Dr. Renne, Chief of the ECA Philippine Mission, 
has this to say in a study entitled “A Master Plan 
for Industrializing the Philippines”: 

“The country is reasonably well off with 
regard to (1) potential sources of power, 
(2) iron, (8) copper, (4) manganese and 
chrome, (5) acids and bases, (6) sulphur 
and (7) non-metallic minerals. It is obvious 
that the country is deficient in many, many 
important metals and minerals that are es- 
sential for the devel- 


potentialities in agriculture. 

Colonel Adrea Soriano, one of the leading indus- 
trialists in the Islands declared, in a speech delivered 
in Manila last August, that “the natural way of in- 
dustrailization is by the way of processing local 
raw materials to a point where cost of transporta- 
tion is reduced sufficiently to permit shipment and 
sale to as many domestic and foreign markets as 
possible at competitive prices . . . industries of this 
type he!p to produce and save dollars.” 

Meanwhile, the Government has already attempt- 
ed to encourage the growth of industries by exempt- 
ing “new and necessary industries” from payment 
of taxes for four years. In addition, import controls 
have been so devised as to give preferential treat- 
ment to local manufacturers. As a result, the number 
of manufacturing enterprises increased from less 
than 50 in 1946 to almost 600 in the spring of 1953. 
Among the new establishments are plants making 
pencils, pots and nails. An agreement was made with 
Standard Brands to manufacture dry yeast. The Sun 
Tube Corporation of New Jersey is to make collap- 
sible tubes and the Shaeffer Company of Iowa will 
manufacture inks. Another plant will make bagging 
out of the local “kenaf” fiber, thereby saving the 
country considerable amounts spent annually for 
imported burlap and other jute products. Finally, 
the Caltex people sometime next year are to open 
their first refinery in Batangas, which is expected to 
save the Islands 70 per cent of the value of the fin- 
ished petroleum products that would otherwise be 
imported. 


Demand for the Revision of the 1946 Trade Act 


But while industrialization has already somewhat 
helped to mitigate unemployment—which has been 
serious—and promises to ease the balance of inter- 
national payments of the Islands, it has not pro- 
gressed far enough to render the country less de- 
pendent upon U. S. markets and products. This is 
important because next year, under the provisions 
of the Bell Trade Agreement Act of 1946, the United 
States and the Philippines are to enter the transi- 
tory period during which their hitherto free trade 
will be subject to tariff increases and quota 
restrictions. 

The Trade Act of 1946 provides that certain 
Philippine products—sugar, cordage, rice, cigars, 
tobacco, coconut oil, and (Please turn to page 341) 




















opment of a balanc- 
ed heavy industry ’ is ' , : , 
economy. This being The Philippines: Selected Economic Indicators 
so, it would seem, at " Meainttiincasne 
this stage at least, Gold & Cost of Nat. Pesos Sugar Copra Elec- 
that the country Foreign _—‘ Foreign Trade Money Living Income __—Per (000 (000 Gold tricity 
shoul d procee d Exchange Exports Imports Supply (1938 Billion Dollar Short Long (Million (Million 
along a pattern that _ ($000,000) (000,000 Pesos)— (Mil. Pesos) =100) Pesos Free Mkt. Tons) —_Tons) __ Pesos) Kwh) ; 
takes advantage of 1938 233-265 214 100 1,058 556° 686 145 
what is at present 1945 557 1 58 1,08 748 1 
known to be avail- 1946 334. «'161—Ss«@82T 905 562 4.35 115 €02 J 

° . 1949 230 522 1,173 978 370 5.65 729 821 += 20.1 S420 
able in substantial 1950 285 674 685 1,148 362 6.23 3.35 685 887 23.4 458 
large amounts, In 1951 246 819 963 1,053 389 695 2.85 935 1,036 27.5 497 
other words, devel- 1952 227 704 841 1,082 374 «97.03 3.00 1,076 934 329 553 
opment should pro- 1953 est... 238! 800° 8806 1,020! 3482 2.85! 1,045° 8504 
ceed along a path o ee - m 
Hesiod ae I bei 2 1_August 1953. 4_Estimate. 
umite maus ra t- 2—Sept. 1953. °—1935-39 average exports. 
zation, exploiting 3—Oct. 1953. 6—Estimate based on the first 7 months of 1953. 
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The Truth 
About 
Advantage 
N of EPT 
Repeal 


SS 


Pus approaching demise of the ex- 
cess profits tax on December 31, is re- 
sponsible for a good deal of rather 
unguarded optimism on the part of in- 
vestors who envisage a bonanza for their 
companies through the end of this un- 
popular tax. Nothing could be more 
exaggerated though, to be sure, some industries and 
some companies will profit. 

In the first place, and without the slightest desire 
to throw cold water on the hopes of investors, the 
writer must state that with the government needing 
all the revenue it can find, there is even a chance that 
EPT may be replaced by some other form of tax on 
corporations (possibly a manufacturer’s excise tax) 
or at least that the government may restore its war- 
time renegotiation practices. Secondly, repeal of 
EPT offers only partial relief as the 52% regular 
corporate tax, which is supposed to revert to the 
former 47°% rate next April 1, is more than likely to 
stay on the books. 

Some 85% to 90° of all corporations will not 
benefit in the slightest from the the death of EPT 
as they have never come within its provisions. Only 
those companies with profits in excess of 85% of 
their best three years during 1946-1949 will be 
affected; and this number is limited. Real relief for 
corporations can come only when the regular 52% 
tax rate is allowed to go back to the old rate, but it 
looks as though it will be a long time before this 
transpires. 

Nevertheless, it is true that some corporations 
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will be favorably affected by EPT’s end. Of 
these some companies which are in the ex- 
ceptional position of being able to count on 
continuation of the past year’s high earnings 
will be especially helped. There are not many 
of them and they will be found mainly in the 
aircraft manufacturing group which appar- 
ently has assured business volume in sight for 
at least several years to come; to a lesser 
extent, among some electrical manufacturers ; 
some chemical companies; aluminum, a 
sprinkling of electronics and machine tool 
companies, which have heavy government 
contracts; rubber companies, and steel, to 
some extent, 

It is obvious that the end of EPT will re- 
ward some of these companies substantially 
as this portion of their income taxes has 
bulked especially large in re- 
ducing their net earnings per 
share in recent years. These 
sums will now be available 
to stockholders, either in the 
form of higher dividends or 
retained earnings. 

The table which accom- 
panies this article shows the 
impact of EPT on the earn- 
ings of representative com- 
panies, some of which are 
expected to maintain a high 
earnings position in 1954. It 
will be seen that EPT alone 
in many cases was equiva- 
lent to as much as 35% and 
more of net earnings so that, 
assuming continuation of 
this year’s pre-tax earnings 
in 1954, benefits to stock- 
holders next year will be 
proportionately substantial. 
On the other hand, if pre-tax 
earnings of these companies 
do not hold up, this particu- 
lar phase of the benefits of 
the end of EPT would be re- 
duced accordingly, and, in some cases, could be wiped 
out altogether. This is something for investors to 
consider in estimating any future benefits that may 
accrue to their companies. On the other hand, the 
“cushioning effects of EPT, as will be seen later, are 
considerable. 


Industries Not Affected 


Before we go on to a discussion of the really im- 
portant and much more widespread potential benefit 
to corporations in the end of EPT in the form of its 
cushioning effect, it would be worth while listing a 
number of important industries which will not be 
affected. The textile, movie, shoe manufacturing and 
coal, gold industries obviously had no excess profits 
during recent years, including the present one, so 
that repeal of EPT means nothing to them. Neither 
are the banking, real estate and insurance groups in- 
volved as their earnings have been relatively stable 
for years and any increases in recent years have been 
so moderate that EPT provisions have not been re- 
quired. Tobacco, mining and construction companies 
will benefit moderately as some of these companies 
came within the provisions of the tax. 
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Three additional major groups will not be affected 
(barring some minor exceptions) by the repeal of 
EPT. These are petroleum (which already has its 
exemption in the 2714% allowance for depletion) ; 
railroads and public utilities with few exceptions. 
The two latter groups are exempt owing to the small 
return on their heavy capital investments. 

It is not difficult, of course, to understand that 
those companies which have had to pay large sums 
to meet EPT and which will continue to enjoy excess 
profits in 1954, equivalent to those of 1953, will 
benefit directly from the savings involved. In these 
particular cases, the savings will be very large. For 
example, Aluminum Co. of America will pay an esti- 
mated excess profits tax on 1953 earnings amounting 
to $1.50 a share, equivalent to 30% of its 1953 earn- 
ings. This is a very large per centage, indeed. If this 
company should earn $5 a share in 1954, which is 
the amount earned in 1953, the savings of $1.50 a 
share through the omission of EPT would bring 
earnings up to $6.50 a share. We cite this as a good 
example of how the end of the tax would work out 
in that limited group of companies which are espe- 
cially favored by 1954 prospects. 

For Douglas ‘Aircraft, earnings for 1953, without 
including non-recurring profits, probably will 
amount to about $12-12.25 a share. The excess profits 
tax for the period is estimated at not less than $8 a 
share. It can be readily seen what a difference this 
will make to Douglas’ earnings next year. Assuming 
no change in the operating rate of this company dur- 
ing the following year, which is more or less reason- 
able assumption in view of the large volume of gov- 
ernment business in sight, earnings would amount to 
$20 a share next year. United Aircraft is also in the 
special group which will enjoy large benefits from 
the change in the tax situation. This company will 
pay an estimated $5 a share in excess profits tax on 


earnings of $7 a share in 1953. The end of EPT could 


conceivably bring earnings for 1954 up to $12 a 
share. 

One word of caution is needed here. We have men- 
tioned the possibility that the government may have 
to reenact its stiff renegotiation practices in order 
to compensate in part for the loss of taxes from the 
end of EPT. In that case, the large scale gains that 
would otherwise accrue to the type of company men- 
tioned in the preceding paragraphs would be re- 
duced, and possibly to a substantial degree. Those 
who recall the size of the sums involved in renego- 
tiation contracts for some companies during and 
after the last war, will recognize that this possibility 
is quite a fly in the ointment. This does not, of course, 
mean that all of these potential gains would be lost 
but rather that part of them might be recaptured by 
the government. 


Cushioning Effects of EPT 


The chief benefits of the end of EPT will be for 
those companies which are well up in this bracket 
and which face a decline in earnings next year. This 
is because of the cushioning effects of the expiration 
of this tax. It may seem difficult for investors to 
understand but the fact is that many corporations 
paying very high excess profits taxes, can exper ience 
declines in pre-tax earnings, up to a certain point, 
without affecting their per share earnings. This is a 
very practical consideration in view of the general 
opinion that business generally will level off still 
further next year. In view of that prospect, many 
stockholders in corporations which have been paying 
heavy EPT charges may take some assurance from 
the fact that in such cases, pre-tax earnings would 
have to drop very sharply before net earnings were 
lowered appreciably. This, of course, affects only 
such companies as are in high EPT brackets: the 
cushioning effect would (Please turn to page 338) 



































Effect of Repeal of Excess Profits on Leading Companies | 
| 
Estimated Estimated Estimated | 
1953 1953 Tax (See Indictaed Indicatec 
Earnings EPT Bracket Special Recent 1953 Div. 
—Per Share —_— 1953 _Nete*) Price Dividend Yield 
Aluminum Co. of America . : : toe eee $1 50° 60% 16% 53 $ 1.57 3.0% 
American Tobacco ......... : - vides 5.85 2.00 60 16 66 4.00 6.0 | 
Bendix Aviation ................ 9.00 5.00 70 3712 63 3.00° 47 | 
Boeing Airplane .......... : eee 7 7.85 70 3712 45 3.50 77 | 
Columbia Broadcasting NG ; : dase. “Re 95 60 16 48 1.85 3.8 
Douglas Aircraft 0.0.0.0... . 13.50! 8.00 70 37% 75 6.50 8.6 
Du Pont . : Pace teet asia : 5.50 2.80- 65 30 104 3.80 3.6 
Eastman Neduk . ee : 3.25 1.15 68 3712 46 1.80° 4.0 
General Electric ............... 6.00 3.40 70 3712 85 4.00 4.7 
General Foods 4.1 1.00 60 16 60 2.65 4.4 
International Bus. Mach. 10.50 2.50 60 16 238 4.00° 1.6 
Mroger Go... ........:....... 3.80 1.05 60 16 41 2.00 49 
Lockheed Aircraft .................. ‘ ere ; : 6.75 3.90 70 372 28 1.62° 5.7 | 
Lorillard (P.) Co. ..... ee 2.35 .50 60 16 27 .904 3.3 
PUPA ENCINO GIL ROG 5 oss osc ca cscs ecezeennseigutescrocetsvecacen ul osaeds 3.75 1.20 60 16 66 2.00 3.0 | 
Minnesota Mining & Mfg. .............0..0cccccecceceeeeees ere es 2.25 1.00 60 16 54 1.00 1.8 | 
National Dairy Products ........... SP ner ae tide ee Reyes ce te 4.60 1.10 60 16 61 3.00 4.9 
Penick & Ford ............ is 3.20 1.10 65 30 35 2.00 57 | 
Penney (J. C.) . : Baba ictisv aouper cov sal esa ae ete ates 4.75 1.20 55 14 77 3.50 4.5 
Reynolds (R. J.) Tobacco BM" rt eh a tee Lia A obs) BEN eon 3.20 1.50 67 3712 40 2.00 5.0 | 
United Aircraft . RE Cy Serene eee Re Pee ee ee iby hc te Sot gee 7.00 5.00 70 3712 42 2.75 6.5 
U. S. Steel . sie niteenten . epee 7.50 4.50 70 3742 37 3.00 8.1 
Westinghouse Electric Ser TEer ey ene eee er eT ere 4.60 1 20 65 30 50 2.00 4.0 
1—Includes $1.25 nonrecurrent item. *—Special Note: This lene (please see text) tedientes the maximum 
2—Includes renegotiation reserve not separately computed. percentage of possible decline in 1954 pre-tax earnings 
3—Plus stock. that could be offset by the absence of EPT payments, 
4—Does not include $.70 payable 1/2/54. and, as a result of whcih, net income for 1954 would 
5—7% stock dividend payable 1/16/54. be approximate to that of 1953. 
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1954 Problems and Prospects for 


Food Processing 
By J. S. WILLIAMS 


~ 

Blow industries prosper in periods of declin- 
ing business activity. Some are more resistant than 
others, however, to deflationary tendencies. Food 
processors, for example, have gained widespread 
popularity among investors as concerns that are 
better able to maintain accustomed profit margins 
than most manufacturers representing cyclical in- 
dustries. The logic supporting this appraisal is 
found in the record indicating that farm products 
decline in price more rapidly and to a greater extent 
in times of depression than the comparable retail 
prices of packaged foods. Hence, margins of proces- 
sors and groceries tend to widen. 

How well founded is this argument? There is 
enough truth in it to warrant a constructive attitude 
toward stocks of food processors in portfolios where 
a defensive position is desired. Other factors can- 
not be ignored in evaluating stocks in this category, 
however, and it would be unrealistic to suppose that 
all food processors automatically would benefit from 
a downtrend in farm commodities. The question of 
the importance of basic price trends as a measure- 
ment of stocks in the packaged food industry is in- 
teresting and deserves careful study. 


Important Factors in Profit Margins 


In taking a look at this subject, the investor would 
do well first to be certain that the company he has 
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under consideration 
rightfully may be 
classified in the food 
processing group. 
Moreover, some food 
processors “hedge” 
their purchases of 
raw materials to 
such an extent that 
price fluctuations of 
commodities being 
processed have vir- 
tually no effect on 
inventory profits or 
losses. Generally 
speaking, labor and 
the costs of packag- 
ing materials are 
more important in 
determining mar- 
gins than are raw 
materials. Distribu- 
tion and handling 
charges also are sig- 
nificant factors. 

Other factors are 
so vital in deter- 
mining earnings, 
however, it is ques- 
tionable whether a 
great deal of weight 
should be placed on 
favorable influence 
of downtrends in 
commodities. The 
most important eco- 
nomic aspect is pur- 
chasing power — 
measured in terms 
of national income. 
Consumption of 
food is rising, for instance, in reflecting an improv- 
ing standard of living made possible by high per- 
sonal income. In times of high employment, the 
proportion of disposal income allocated to food is 
generous. As a matter of fact, the ratio of income 
devoted to sustenance has been climbing for several 
years. This trend probably can be explained in part 
to the change in shopping habits induced by packag- 
ing greater quantities of foods in small attractive 
containers to be marketed in self-service stores. The 
housewife has become accustomed to paying more 
for such items—all of which boosts volume of food 
porcessors. 

Price stability is another prominent determinant 
of profits. When food processors are assured of 
plentiful supplies of raw materials at prices holding 
within narrow limits they are able to plan their 
manufacturing and marketing techniques for months 
in advance. On the other hand, when materials are 
in short supply and prices are advancing steadily, 
marketings risks are magnified. More often than 
not, potential profits are lost through the inability 
of distributing organizations to lift prices rapidly 
enough to counteract rising raw material costs. 
Sharp declines also are serious, for they tend to 
check consumer buying and contribute to inventory 
losses. 

Government farm price support policies have 
helped retard wide fluctuations in agricultural com- 
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modities. To that extent processors have been aided 
in maintaining reasonable margins. In international 
emergencies, however, when price controls are im- 
posed on manufactured goods, including processed 
foods, margins generally are impaired, for proces- 
sors usually are burdened with increased federal 
taxes as well as periodic wage increases. In times 
such as these, moreover, raw materials move slowly 
from grower to consumer as supplies are “hoarded”’ 


or diverted to other markets in the hope of profiting 
from rising prices. 

Diversification and volume can prove important 
influences in determining profits. Most food proces- 
sors strive for a wide variety of items on the theory 
that adverse developments in one may be counter- 
acted by superior results in other directions. Some 
companies prefer to place complete reliance in one 
or two items. Inclusion of a number of products in 











Statistics on Leading Food Processors 





ee ae 


—— 1953 ——— 
9 Months 


Net 
Earnings 


Div. Net Div. Net 


Paid Earnings Paid Earnings Indicated Price Range 


Per Share PerShare PerShare Per Share Per Share Div. 1953 


Recent 
Price 


Div. 
Yield 





Beech-Nut Pkg. 


$2.56 


$1.60 $1.90 $1.60 $1.71 $1.60 3012-27 


23 


5.7% 


leading munefectores of chewing gum 
and processor of selected food prod- 





ucts. Widening in profit margins con- 
tributing to _teprovement in earnings. 





Best Foods...... 3.23 3.00 2.80! 2.50 637% 2.50 


Growth in consumption of margarine 
helping to sustain volume despite keen 
competition in other products and back- 
wardness in non-food lines. Costs 
rising. 


3712-30 30 8.3 





California Pkg... 3.70 2.87 2.942 1.52 





Corn Prod. Ref..... 5.09 3.60° 4.61 3.60 3.74 ; 


1.50 2758-2058 23 6.5 


3.60 78 -67'2 74 


Operations of world’s largest packer 
of fruits and vegetables subject to 
wide fluctuations in costs of crops and 
weather conditions. Record favorable. 





4.8 Largest domestic corn refiner regarded 
as most progressive in research. Good 
growth potential in food lines. Spread 
in material costs major earnings factor. 





Cream of Wheat. 1.92 1.85 1.88 1.85 .87 


1.60 2738-254 26 6.1 


Margins tending to be compressed by 
rising packaging, distribution and mar- 
keting costs. Inventory risks small. Lack 
of product diversification noted. 





General Foods ... 3.52 2.30 4.318 2.40 2.03! 








General Mills... 3.94 250 4684 2.50 


2.65 6034-5078 60 4.4 


Emphasis on development of new pred- 
ucts and aggressive promot onal efforts 
tend to enlarge volume and widen 
margins. Leader in packaged grocery 
products. 


Largest flour producer and one of ma- 
jor producers of cereal, cake mixes and 
other packaged foods. Commercial 
stock feeds important. Aggressive 
management. 





Heine, W b::......<. E25 1.80 3.09° 1.80 


1.80 3412-31 33 


5.4 Principal products include soups, baby 
foods, beans, spaghetti, etc., appeal- 
ing to mass markets. Margins helped 
by gain in volume and improving 
plant efficiency. 





Hunt Foods » Mae 6 2.62 30° 


45° = 1912-13 15 3.0 


Concentrates on tomatess, sauce and 
similar products as well as peaches, 
thus avoiding wide diversification in 
many fruits and vegetables. Earnings 
erratic. 





Libby, McN. & Lib. = .51 80 1.697 50 


95 1058- 812 9 10.5 








One of the largest and most diversified 
packers of fruits, vege‘ables and meat 
products. Profits widening in canned 
and frozen foods, narrow on orange 
_ivices. 








Penick & Ford... 2.83 2.00 2.89 2.00 2.23 


2.00 3734-34 35 5.7 


Output divided primarily among re- 
fined corn products, stock feeds and 
packaged foods. Good consumer de- 
mand helps sustain margins. Rise in 
profits indicated. 





Pillsbury Mills... 4.36 2.00 4.194 2.00 


2.00 3738-32 34 5.9 


Second ‘tenes 4 flour = placing in- 
creased emphasis on packaged food 
mixes, poultry feed and similar lines. 
Keen compet.tion tending to retard 
margins. 





Standard Brands. 2.74 1.70 2.72 1.70 2.10 


1.70 2938-25 27 6.2 


improved! “results in margarine ‘and 
puddings believed to have accounted 
for most of gains. Narrow margins 
indicated on large yeast, coffee and 
distilled items. 





Stokley-Van Cmp. 1.67 1.00 2.034 1.008 


903 1534-1058 iB 8.1 


‘Products include " diversified lines « of 
canned fruits and vegetables as well 
as frozen foods. Broad consumer ac- 
ceptance and good cos!s control aid- 
ing margit ns. 





1_Year ended June 30, 1953. 
2—Year ended February 28, 1953. 
3—Plus stock. 

4_Year ended May 31, 1953. 
5—Year ended April 30, 1953. 








6—Paid 5% in stock. 

7—Quarter ended September 30, 1953. 
8—Year ended March 31, 1953. 

9—6 months ended Sept. 30, 1953. 
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a variety of items helps enlarge volume and permits 
spreading promotional efforts over several products 
to permit economies in this direction. Volume is 
important also in distribution, for many self-service 
grocery chains have adopted the policy of including 
only two or three of the fastest selling brands in 
many food lines. Hence brand popularity is impor- 
tant in assuring a spot among the leaders. Growth 
has come to depend in no small measure on promi- 
nence in chain distribution channels. 

A lot has been said about the high cost of distribu- 
tion of agricultural products. Critics have contended, 
for example, that the farmer’s share of the final 
retail price paid by the ultimate consumer is far too 
small. The margin obtained by the processor has 
been shrinking steadily over the years, however, 
and it cannot be successfully demonstrated that the 
major packing companies have benefited from higher 
retail prices. Margins on individual packaged goods 
were much larger a quarter of a century ago. 

If profit margins prevailing in the late 1920’s, 
when large food processing companies were orga- 
nized as consolidations of small independents, could 
have been maintained, present profits would be as- 
tonishing. Success of the mergers attracted com- 
petition, however, and profits have dwindled. So 
keen has competition become in some foods that the 
large combines have disposed of unprofitable units. 


Problems in Merchandising 


Wider acceptance of frozen foods has injected a 
problem in merchandising of canned fruits and 
vegetables. Great risks always have attended pack- 
ing and distributing canned farm products. Weather 
conditions contribute importantly to crop yields and 
to harvesting operations. Costs of preparation of 
vegetables at canning plants have risen so rapidly 
in recent years that only the most efficient canners 
can successfully compete with the major companies. 
Relatively high consumption has enabled leading 
canners to dispose of packs according to schedule 
with the result that no burdensome inventories have 
had to be carried over into new crop seasons. In 
some areas fruit growers have artificially reduced 
yields in order to maintain prices at levels permit- 
ting profitable operations. 

Of all the food processors perhaps the flour m‘llers 
have gained most from the trend toward stabiliza- 
tion of commodity prices. Although supports for 
wheat and other grains have not prevented consid- 
erable fluctuations in prices, they have tended to 
place a floor under quotations of important cereals. 
Millers are better able to manage inventories with 
the knowledge that wheat is unlikely to decline sub- 
stantially below government support pegs. Supplies 
can be accumulated on weakness, while buying pro- 
grams may be suspended as prices advance. Inas- 
much as ingredient costs in flour range up to 75 or 
80 per cent of manufacturing costs, prices of raw 
materials constitute an important factor. 

Flour prices fluctuate to a greater extent than 
most processed foods, however, so that inventory 
risks are comparatively small so far as the miller 
is concerned. On bulk sales to bread and biscuit 
bakers or to other large consumers, flour prices 
move in line with wheat quotations. Despite the 
fact that there are comparatively few large flour 
millers engaged in the business, competition from 
small grinders is keen. Margins on flour in bulk 
transactions are usually rather thin. Many of the 
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larger concerns package flour in small bags for 
grocery distribution. Profits usually are more satis- 
factory on the smaller units. 

With the benefit of research and aggressive pro- 
motions, several milling concerns and other food 
processors have made outstanding progress in de- 
veloping ready-mixed flours. Pancake mixes, similar 
concoctions for muffins and biscuits as well as for 
numerous pastries and a variety of cake mixes have 
been introduced in recent years. They have proved 
popular with the younger generation of housewives, 
many of whom go to business. The need for haste 
in preparation of the evening meal has spurred con- 
sumption of packaged foods of this type and has 
contributed to increased volume for flour millers. 
Here again, however, competition has been inten- 
sive, and extensive advertising promotions have 
been required to maintain volume. The mark-up on 
such products has been comparatively wide until the 
last year or two, when competition has trimmed 
margins. Ingredient costs generally are below the 
40 per cent average for baked goods. 

Profits are less responsive to government price 
supports in vegetable canning. Operations are ef- 
fected primarily by supply and demand in the retail 
markets. Since packs are frequently increased or 
decreased by weather conditions beyond the control 
of canners, risks often are large, especially if exces- 
sive supplies are stocked. Crop production varies to 
a far greater extent than consumption, which has 
shown a consistent uptrend in reflecting population 
gains as well as larger per capita use. Short crops 
impose hardships by reducing sale volume even 
though prices are better than when supplies are 
excessive. 

Although canners act swiftly to counteract ad- 
verse influences and have attained enviable records, 
nevertheless the industry is virtually powerless to 
regulate annual packs to actual consumer require- 
ments. Exceptionally favorable conditions may result 
in large vields in certain areas and invite accumu- 
lation of abnormal inventories of such items as 
tomatoes or peas, for example, even though the 
packer has no knowledge of whether yields in other 
areas might prove even more attractive. Frequently 
packers have knowingly stocked larger quantities of 
vegetables than they expect the market to absorb, 
but there is always the hope that the increased vol- 
ume may counteract some moderate price weakness. 


Many packing companies endeavor to spread risks 
by putting up several vegetable and fruits in cans 
as well as in frozen packages. Large concerns in- 
clude sea foods and specialties in the hone that losses 
in some divisions may be offset by profits in others. 

The urge for volume has spurred development of 
new products. General Foods, for example, has 
brought to the market a number of new items in 
recent years to contribute to growth in sales. This 
company is one of the largest and most progressive 
processors. Its products include coffee (including an 
instant type), cereals, chocolate and cocoa prod- 
ucts, coconut and dessert preparations, flour mixes 
and quick frozen fruits and vegetables. Sales have 
climbed to above $700 million annually and profits 
have mounted well above $50 million a year, equal to 
$3.50 to $4 a share or more in recent years. The 
current $2.40 annual dividend is well covered and 
an increase in the regular rate would seem a reason- 
able hope. 

In flour milling (Please turn to page 338) 
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5 Stocks 
with Exceptionally 
High Earnings 


By OUR STAFF 


I, the last issue, we discussed the position 
and prospects for four companies that have distin- 
guished themselves with unusually fine earnings 
reports for the first nine months of 1953, with every 
indication that the full year’s results will exceed or 
equal the best records for these companies in recent 
years. These companies were: Cincinnati Milling 
Machine Co.; General Dynamics Corp.; Lockheed 
Aircraft Corp., and Revere Copper & Brass. We now 
add to this list, five companies which are expected to 
make an equally fine record this year. These com- 
panies are: The Sherwin-Williams Co.; Boeing Air- 
plane Co., Reynolds Metals Co., The Firestone Tire 
& Rubber Co., and Standard Oil Co. (Indiana). 

All nine companies mentioned, including the five 
appearing in the group here, will not only have main- 
tained an exceptionally high level of earnings in 1953 
but should be able to enjoy comparatively satisfac- 
tory earnings next year, in view of their strategically 
sound position within their respective industries. 
They have been carefully selected not only on the 
basis of 1953 earnings but also because they should 
be able to resist to a better-than-average degree the 
effects of any general adjustment that may occur in 
business next year. This does not mean that their 
earnings are expected to equal or exceed those of 
1953 but that they should be comparatively good, in 
consideration of any general business set-back. In 
two cases, Boeing and Reynolds Metals, earnings in 
1954 could conceivably be substantially larger than 
in 1953 owing to the forthcoming end of the excess 
profits tax. In these two cases, EPT has been an 
important factor in holding earnings down. 

Most of the stocks listed here are of a dynamic 
type and market fluctuations can be fairly wide. This 
should be taken into consideration by prospective 
investors. A broad perspective of changes which have 
occurred in the balance sheet of these companies dur- 
ing the past decade is offered by study of the accom- 
panying tables. 
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BOEING AIRPLANE COMPANY 


BUSINESS: Outstanding as a designer and manufacturer of heavy com- 
mercial and military planes, including jet bombers. Boeing also produces 
electronic computers, gas turbines, and is one of the leading companies 
in the development of pilotless aircraft or guided missiles. 


OUTLOOK: On the basis of operating results for the nine months to Sept. 
30, net income of Boeing for 1953 will establish a new record high at 
approximately $11 a share for the common stock, the company’s sole 
capital obligation. Such results would compare with $8.67 a share earned 
in 1952, and reflect the substantial increase in output and the more favorable 
cost experience on Government fixed-price contracts. While the company, 
with the opening of the current year, had an order backlog of $1,648 
million, of equal importance is the question it holds as a builder of the 
KC-97 Stratofreighter, a combination military transport and tanker for 
aerial refueling, and the B-52 Stratofortress, a huge 8-jet long-range 
bomber that puts Boeing well ahead in the large jet airplane field and 
for which demand is expected to continue for a substantial period of time. 
Meanwhile, the company continues to develop its gas turbine business with 
an improved product, and carry out design and development work, much 
of it classified, including research on the use of nuclear power in aircraft, 
as well as progressing in the development of pilotless aircraft considered 
to have a potential of substantial and continuing business well into the 
future. Looking ahead into 1954, there is every indication that Boeing’s 
production and net earnings should parallel current year’s high level 
figures. To this possible result, however, should be added the saving which 
the company will make with the demise of the excess profit tax scheduled 
for January Ist, that is estimated to have taken $7.75 a share out of 
1953 earnings. 


DIVIDENDS: In view of this favorable outlook there is some basis for the 
bel'ef 1954 dividend payments will be moderately increased over the $3.50 
a share total that was paid out during 1953, or in lieu of this anether 
stock dividend of some proportion will be distributed. 


MARKET ACTION: Recent price of 4442, compares with a 1952-53 price 
range of High—4812, Low—297%. At current price the yield on 1953 divi- 
dends is 7.8%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 





1943 1952 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 10,752 $ 25,356 t$ 14,604 
Receivables, Net 5,864 94,559 88, 695 
Govt. Costs & Contracts, etc. 71,836 37,051 — 34,785 
Inventories 2,742 6.436 aa 3,694 
Other Current Assets 1,577 697 -- 880 
TOTAL CURRENT ASSETS 92,771 164,099 + 71,328 
Net Property 12,811 16,500 3,689 
Investments 284 — 284 
Other Assets 5,881 388 5,493 
TOTAL ASSETS $111,747 $180,987 $ 69,240 
LIABILITIES 
Notes & Accounts Payable $ 22,436 $ 35,488 +$ 13,052 
Accruals 15,716 24,660 + 8,944 
Tax Reserve 6,166 37,199 — 31,033 
Other Current Liabilities 28,987 16,087 — 12,900 
OTHER CURRENT LIABILITIES 73,305 113,434 + 40,129 
Bank Loan 2,553 - 2,553 
Reserves 12,249 — 12,249 
Capital Stock 5,412 35,203 29,791 
Surplus 18,228 32,350 14,122 
TOTAL LIABILITIES $111,747 $180,987 +$ 69,240 
WORKING CAPITAL $ 19,466 $ 50,665 +$ 31,197 
CURRENT RATIO 2 1.4 ‘ a 
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THE FIRESTONE TIRE & RUBBER CO. 


BUSINESS: Ranks as the second largest of the tire manufacturers. It has 
extensive Liberian rubber plantations, operates two Government synthetic 
rubber plants, and manufactures a wide variety of mechanical rubber goods, 
foam rubber and plastic products, including Velon yarns and Exon vinyl 
resins. Its steel products division is the world’s largest producer of truck 
and tractor rims, also varied steel items for civilian and military use. 

OUTLOOK: Firestone, whose fiscal year ended October 31, last, it has 
been officially announced, will show net sales in excess of a billion dollars, 
thus establishing an all-time record in more than a half century of opera- 
tions and reflecting the company’s progress that has enabled it to come 
close to doubling a sales volume that five years earlier amounted to $579.6 
milion. This achievement has been made possible by the company’s steady 
advance in diversifying production while continuing to maintain its important 
status as a manufacturer of tires and tubes, with its Steel Products Division 
growing into the world’s largest producer of truck and tractor rims and 
other products. Simultaneously, it has moved ahead in expanding its line 
of mechanical and other types of rubber goods, increasing sales of Foamex, 
the foam rubber used for mattresses and upholstery, plastic fibers and basic 
resins for plastics. In the five years to the close of its 1952 fiscal year, 


THE SHERWIN-WILLIAMS CO. 


BUSINESS: One of the o!dest and largest paint and varnish manufacturers. 
It also produces a complete line of lacquers, enamels, stains, colors and 
dyes. Other products include linseed oil, chemicals, insecticides, cleaning 
and polishing materia!s. Sales are made directly to large industrial users 
and through retail outlets in this country and Canada, and portions of 
South America. 


OUTLOOK: Sherwin-Wiliiams, in addition to being the leader in the paint 
industry is a well integrated organization, operating a zinc smelter and a 
container and a can manufacturing plant to supply its own requirements 
and for sales to others. Through its years of operations, beginning in 1884, 
it has had only two unprofitable periods, these being 1921, and 1932. Since 
then scales and earnings have recorded fairly consistent growth, especially 
in the 10 years from 1944 to the end of the August 31, 1953, fiscal year. 
In fact, both operating and net income for the 1953 fiscal 12 months were 
at an all-time high of $22.3 million and $9.7 million, respectively, the latte: 
figure being attained despite the burden of Federal income tax which 
took from earnings $10.1 million in regular income tax and $450,000 in 
EPT. The company, however, demonstrated its increased earning power by 
showing net, after preferred dividends, equal to $7.29 a share for the 





Firestone has ploughed $114.7 million of net income back into the b 
for depreciation and as part of a total of $148.4 million for capital expendi- 
tures for expanded manufacturing facilities in all divisions of the business. 
Reflecting this growth is the company’s increased earning power which on 
the bas's of a conservative estimate produced net income, in the fiscal year 
just ended, equal to close to $12 a common share, as compared to $10.89 
last year, and $12.26 in the previous fiscal period after the 1951 2-for-1 
stock split. The company has strong finances. As of Oct. 31, 1952, cash and 
Treasury securities totaled $74.7 million and ratio of current assets io 
current liabilities was better than two to one. 

DIVIDENDS: Firestone has an unbroken dividend record extending over 20 
years. Payments in 1953 of $3 a share plus 75 cents extra, compare with 
$3.50 a share paid in 1952. 

MARKET ACTION: Recent price of 62, compares with a 1952-53 price 
range of High—75%, Low—50. At current price the yield on 1953 total 
dividends is 6.0%. 


COMPARATIVE BALANCE SHEET ITEMS 











ctober 31 

1943 1952 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities .... $ 24,511 $ 74,753 +$ 50,242 
I ccna ists cscaklaoebuhe 63,050 123,731 + 60,681 
Inventories ........... 93,766 185,256 + 91,490 
TOTAL CURRENT ASSETS . 181,327 383,740 + 202, ‘413 
Net Property .. sas 77,334 142,445 + 65,111 
Investments Ein 14,583 + 6,809 
Other Assets ...... 7,535 11,515 + 3,980 
TOTAL ASSETS . $273,970 $552,283 +$278,313 
LIABILITIES 
Foreign Bank Loans ....................005 .$ 2,384 $ 6,118 +$ 3,734 
Accounts Payable ........... 48,230 40,046 — 8,184 
Accrued Taxes ................. 15,457 20,801 4 5,344 
——_ Ai asc detpsvuntidacbxiene bint 9,535 25,794 + 16,259 
Debt D TRG ER nas 2,750 + 2,750 
TOTAL “CURRENT LIABILITIES ..... 75,606 95,509 + 19,903 
Other Liabilities ...... 7,963 + 4,076 
Reserves ...... 50,426 + 32,542 
Long Term Stock . 121,500 + ,500 
Preferred Stock .................. 9,200 — 36,213 
Common Stock ..................... 48,912 + 29,453 
Surplus _............ CER 218,773 + 151,052 
TOTAL LIABILITIES .............. $552, 283 +$278,313 
WORKING CAPITAL ...... $105,721 88,231 +$182,510 
CURRENT RATIO .......0..o.... 2. 4.0 1.6 
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¢ stock, as compared with $7.12 a share in the previous fiscal year, 
and $7.23 in the year prior to that. The outlook for the current fiscal year 
gives promise of new records being established, the year starting off with 
sales at the highest level in the company’s history. Reflecting the higher 
earnings rate for the year ended last August holders of the common stock 
received an extra payment of 50 cents and an increase in the regular 
quarterly rate to 8712 cents a share from 75 cents previously paid. In keep 
ing with its long established policy, the company continues to maintain o 
strong financial position, with cash of $27 million as part of current assets 
of $94.5 million against current liabilities of $23.8 million. 


DIVIDENDS: The company paid dividends without a break for the last 5é 
years, and since the 1947 two-for-one split on an expanding scale of $3.75 
a share in 1953. 


MARKET ACTION: Recent price of 76, compares with a 1952-53 price 
range of High—77'2, Low— 61%. At current price the yield is 4.9%. 


COMPARATIVE BALANCE SHEET ITEMS 














August 31 
943 1953 Change 

ASSETS (000 omitted) 
Cash & Saremtte 4 Securities $ 15,582 $ 27,150 +$ 11,568 
Receivables, Net ....... sauineen ee 9,8 20,509 + 10,646 
Inventories Sasnentecialeainens 23,389 46,883 + 23,494 
TOTAL CURRENT ASSETS ............ 834 94,542 + 45,708 
Net Property 18,276 30,974 , + 12,698 
Investments ; 4,019 5,487 + 1,468 
Other Assets ....... 1,130 2,315 + 1,185 
TOTAL ASSETS Oe se 259 $133,318 +$ 61,059 
LIABILITIES 
Notes & Accounts Payable ...................0... $ 9,008 $ 14,730 +$ 5,722 
ES och cvevehosscodetshexeestecsnsvees 964 2,565 + 1,60) 
NSE O ENE ONTO 3,464 6,546 4 3,082 
TOTAL CURRENT LIABILITIES . 13,436 23,841 + 10,405 
I Saar po tivs aa ssockkoqdecucecsnsstvens ives cus 1,164 5,990 + 4,826 
IE TUNMIIIE osscesexececsssossnososctsacsvsvseeatic 10,744 16,005 + 5,261 
NUN Foo cey ScSessi-sde vary senerirseasinnre soheeoos 15,973 31,946 15,973 
IB oor iscoscepsiicasssss 30,942 55,536 + 24,594 
TOTAL BIADILITIES .................060..0.0000 $ 72,259 $133,318 +$ 61,059 
WORKING CAPITAL $ 35,398 $ 70,701 +$ 35,303 
CURRENT RATIO ... 3.7 4.0 aa 3 
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REYNOLDS METALS COMPANY 

BUSINESS: Holding extensive high-grade bauxite reserves, and complete 
and integrated mill facilities consisting of modern smelters to diversified 
fabricating plants, Reynolds Metals has proved to be a dynamic factor in 
the rapidly growing aluminum industry. 

OUTLOOK: Although Reynolds has been identified with the aluminum 
industry for the past quarter of a century, it is only since 1940 that the 
company undertook its first major expansion as a producer of aluminum 
and the rapidly increasing variety of industrial products. Prior to this 
in.tial step, operations were confined chiefly to the manufacture of aluminum 
and composition aluminum foils for use by food, tobacco, chewing gum 
and other consumer goods processors. Now the company ranks as the 
second largest aluminum producer, controlling beauxite deposits in this 
country, Haiti, and Jamaica, the latter having reserves estimated at more 
than 300 million tons, and operating plants with approximately 414,000 
tons of aluminum ingot capacity annually. The greater portion of annual 
production, in the form of pig, ingot, sheets, rods, and extrusions, is taken 
up by various industries and through distributors to a constantly increasing 
number of end product manufacturers, as well as to the building industry 
which is finding a fast growing use for the metal as an interior and 
exterior trim and as a major construction material. Reflecting this growing 
use as well as Reynolds increasingly stronger position, net sales of the 
company, since 1943 have expanded from $38 million that produced 
common share earnings of $3.31, to 1952 net sales of $234.7 million, and 
net earnings of $8.72 a share, after EPT that took $1.02 a share of 1952 
profits. Net for the current year will most likely set a new record. Sales 
for the first nine months of $217.5 million ran $46 million ahead of the 
1952 nine months, and net for the common stock equaled $8.70 a share, 
as compared with $5.12 a share a year ago, indicating net for the full 
1953 period of close to $11.25 a share. 

DIVIDENDS: Although it has strong finances Reynolds, passing through an 
era of growth, has been conservative as to dividend payouts. Total pay- 
ments this year were $1 in cash and 5% in stock, in addition to 50c 
payment next Jan. 5th. 

MARKET ACTION: Recent price of 49, compares with a 1952-53 price 
range of High—61%, Low—423%4. At current price the yield on $1 
annual dividend is 2%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1943 1952 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities we $ 7,696 $ 40,762 +$ 33,066 
Receivables, Net ...... sSchens ; 16,449 28,404 + 11,955 
Inventories .... ar 47,025 -+- 25,146 
Other Current Assets cUcevudeisanentacosauees 1,878 — 1,878 
TOTAL CURRENT ASSETS .......... ‘ 47,902 116,191 + 68,289 
Net Property .......... asconee, | 236,294 +- 203,835 
MII occ cence sect caeccsecccsccccess . 3,522 10,070 + 6,548 
Other Assets ........ Sr ee : 7,021 12,933 + 5,912 
Debt Proceeds - saat eccaes ; 46,693 + 46,693 
TOTAL ASSETS . nie ee ... $ 90,904 $422,181 -+$331,277 
LIABILITIES 
Debt Payable meee af Rep see $ 6,035 $ 13,540 +$ 7,505 
Accounts ened ibaa neuen 9,531 20,651 -+ 11,120 
Accruals ec ne 4,363 9,221 + 4,858 
Tax Reserve deck 8,069 1,123 — 6,946 
TOTAL CURRENT LIABILITIES ................... 27,998 44,535 + 16,537 
Reserves ...... : Tee 447 6,431 + 5,984 
Bauxite Development esi Sh sanastentuyed 14,326 + 14,326 
Long Term Debt ....... ‘ pee . 36,758 263,508 -++ 226,750 
Preferred Stock ....... dedisaeevdetee ‘ 5,000 1,026 —- 974 
Common Stock .... Ser etotepae 8,981 29,137 + 20,156 
Surplus WY See ces - 11,720 63,218 + 51,498 
TOTAL WP MENEARIEA( toot oo oct eve $ 90,904 $422,181 +$331,277 
WORKING CAPITAL es os $ 19,904 $ 71,656 +$ 51, "752 
CURRENT RATIO’ .......:0c::...c00ccc0002e00.. We 6 + 7 
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STANDARD OIL COMPANY (INDIANA) 


BUSINESS: The company is one of the largest producers and refiners of 
petroleum, marketing its products in 41 states from the Atlantic Seaboard 
westward to Utah and Montana. Other properties include a petrochemical 
plant, natural gas acreages, pipelines, and marine equipment. 


OUTLOOK: In an industry that can boast of a number of giants as meas- 
ured by production, sales and earnings, Standard of Indiana can be listed 
among the great without any qualification. It is a completely integrated 
organization, that has consistently expanded operations, putting back into 
the business $323.8 million of earnings realized in the four years to the 
end of 1952, and making capital expenditures for expansion and improve- 
ments in the same period totaling $649.5 million. The growth of the com- 
pany is perhaps, more vividly depicted in a 10-year operating record that 
shows an increase in gross operating income from $500 million in 1943 to 
in excess of one billion dollars in each year since 1948, with more than 
$1.5 billion being recorded in 1952. This latter figure will undoubtedly be 
surpassed in 1953, sales and operating revenue for the first six months 
having reached a new high for any half year period of $834.8 million, 
exceeding the 1952 first half by 8.9%, this showing being exclusive of 
$8.4 million income from dividends, interest, and other sources, bringing 
1953 first half income to $843.4 million. This produced consolidated earn- 
ings of $54.7 million, to which is added third quarter net of slightly more 
than $33.8 million to bring first nine months’ consolidated earnings to 
$88.6 million, or $5.76 a share on the outstanding capital stock, as com- 
pared with $5.65 on a lesser number of shares outstanding at the end of 
1952 first nine months. Estimated conservatively, earnings for the full year 
1953 should approximate $7.90 a share, as compared with $7.81 a share 
last year, and $9.71 in 1951. 


DIVIDENDS: The company has an unbroken dividend record extending over 
61 years. In recent years cash dividends have been supplemented by pay- 
ments of fractional shares of Standard Oil of N. J. stock. 1953 payments 
were $2.50 in cash and 1/50 of a share of S. O. of N. J. stock for each 
Standord of Indiana share owned. 


MARKET ACTION: Recent price of 68, compares with a 1952-53 price 
range of High—92, Low—655. At current price the cash dividend yield 


is 3.6%. 
COMPARATIVE BALANCE SHEET ITEMS 





1943 1952 Change 

ASSETS (000 omitted) 
Cash ... $ 43,486 $111,559 $ 68,073 
Marketable Securities 88,584 142,302 3,718 
Receivables, Net 53,088 133,454 + 80,366 
Inventories 98,481 223,851 125,370 
Other Current Assets 312 6,387 + 6,075 
TOTAL CURRENT ASSETS 283,951 617,553 + 333,602 
Net Property 496,341 1,239,609 + 743,268 
Investments 108,712 103,529 — 5,183 
Other Assets 12,394 3,185 — 9,209 
TOTAL ASSETS $901, 398 $1,963,876 +$1,062,478 
LIABILITIES 
Notes Payable ; $ 3,500 $ 8,084 +$ 4,584 
Accounts Payable 47,431 129,264 + 81,833 
Accrued Taxes ‘ , 45,594 67,940 + 22,346 
Accruals jasueie : 787 — 787 
TOTAL CURRENT LIABILITIES - ° 97,312 205,288 + 107,976 

gations . 26,695 49,771 + 23,076 
Bank Loans - 11,985 17,500 + 5,515 
Long Term Debt 5,553 334,477 + 328,924 
——- Stock ..... 382,122 384,030 + 1,908 
Surp 377,731 972,810 + 595,079 
TOTAL. LIABILITIES $901, '398 $1,963,876 -+$1, 062,478 
WORKING CAPITAL $186, 639 $412,265 4 $225,626 
CURRENT RATIO 2.9 3.0 -b au 
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Earnings— Dividend Outlook for 
Chain Store Stocks 


By EDWARD H. CARTER 


R etait trade, maintaining a fairly consistent 
climb fram 1952 high levels to generally new peaks 
in the first half of the current year, confounded the 
economists who, as early as the latter part of 1952, 
began making predictions that 1953 would record 
a slump in general business activity. Some of the 
forecasters visualized the slump getting under way 
by the first quarter of the vear and others, perhaps 
a little less pessimistic, allowed that the level of 
good to fair business would hold until sometime in 
the second quarter. 

Obviously, both groups were off on their timing. 
Throughout the entire first half of the current year, 
business, in almost all lines, continued at a brisk 
pace. With the beginning of the third quarter some 
slackening in activity developed. Mail order houses, 
department stores in a number of areas and specialty 
stores sales fell from previous high levels. The trends 
in other retail lines were mixed. With supplies of 
materials and finished goods generally ample and 
with manufacturers’ and distributors’ sales in vari- 
ous lines below earlier levels, new orders were re- 
duced and production of both durable and nondur- 
able goods has been curtailed moderately. On the 
other hand, the rate of buildup of business inven- 
tories has been considerably retarded, and despite 
lay-offs of factory employees here and there, unem- 
ployment has continued exceptionally low. 


The Summer Lull 


Several factors undoubtedly contributed to the 
summer lull in retail trade volume. Among these 
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were the drought which seri- 
ously affected several areas of 
the country; the extremely 
warm weather that prevailed 
over most of the nation, con- 
tinuing in some sections, 
through the fall months; and 
the development of a popular 
belief that prices were in a 
decline, conforming with the 
further drop in farm prices 
this year following the sharp 
reductions in the latter part 
of 1952. Contrary to this ex- 
pectation, however, consumer 
prices have increased steadily since late last winter 
and as of October last were one per cent above the 
level of a year ago. 

This trend was contrary to the belief of many, 
but it cannot be considered as an important deterrent 
to consumer purchasing of wearing apparel and 
other nondurable goods handled by the women’s and 
children’s specialty shops, the general merchandise 
chains, nor the. men’s wear distributors. The two 
important factors accounting for a generally lower 
volume for these organizations during the summer 
and early fall months were unseasonal weather and 
in the case of the mail order houses, particularly, 
contracted farmer buying, especially of durable 
goods, as a result of lower farm income this year 
compared to that of 1952. 

The outlook, however, does not justify excessive 
pessimism. As pointed out by the Federal Reserve 
Board’s November bulletin gross national product 
this year will total about $368 billion. This would be 
about 5% larger than in 1952, and a record in both 
dollar amount and physical volume. Personal income 
will probably total about $285 billion, or nearly 6% 
above last year’s record level. It is expected that 
personal savings, in dollar volume, may slightly 
exceed the postwar record level of the previous two 
vears. These savings are currently estimated at $369 
billion, of which about 40% is calculated to be in 
liquid form and therefore immediately available for 
disposal by the owners should they so desire. How 
much of this sum would be drawn down for con- 
version into consumer goods is, of course, prob- 
lematical, but it is, nevertheless a solid mainstay in 
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1952-1953 RECORD OF 29 LEADING CHAIN STORES 
# pe Be Eee ee = 
bi Sales 10 Months 
Increase Oct., Sales 
Net or Increase Estimated 
Sales Decrease or Decrease Earnings Earnings Indicated 
1952 Over 1951 1953 Over Per Share Per Share Price Range Recent _— Dividend Div. 
(Millions) * 1952 % 1952* 1953 1953+ Price 1953 Yield 
MAIL ORDER 
Montgomery Ward & Co. , $1,084.5* — 1.9% - 5.8% $ 7.41 $ 6.50 6512-5348 56 $ 3.00 5.3% 
Sears, Roebuck & Co. 2,932.3* +10.3 - 52 4.56 4.85 6072-5612 59 2.75% 4.6 
Spiegel, Inc. 146.0 — .) aa .83 .40 958- 518 6 
VARIETY 
Grant (W. T.) Co. 283.2* + 5.5 + 7.7 2.91 3.10 3334-2934 32 1.50 4.6 
Green (H. L.) Co. 106.8* + 3 + 2.8 3.28 3.20 4012-3034 33 225 6.8 
Kresge (S. S.) Co. : 326.4 + 49 + 4.4 2.56 2.65 3578-3318 3318 2.00 6.0 
Kress (S. H.) & Co. 176.2 1 2.2 + 2.0 3.89 574-474 48 3.00 6.2 
Murphy (G. C.) Co. ; 184.0 + 9.2 + 2.8 3.21 3.50 50 -44 45 2.00 4.4 
Newberry, J. J. 166.3 + 3.1 + 3.6 3.32 3.40 38 -31'4 3138 2.00 6.3 
> Woolworth (F. W.) Co. 712.6 + 4.1 +- 0.6 3.25 3.35 48 -427s 43 2.50 5.9 
rl- 
of eee : See ot Seen - = 
Ly GENERAL MERCHANDISE 
ed Federated Dept. Stores 447.8* + 9.5 3.62 3.85 48 -35%4 38 2.50 6.5 
n- Interstate Dept. Stores 64.7* — 4. + 0.5 3.87 4.00 3018-2412 26 2.50 9.6 
iS; Penney (J. C.) Utah elariececinncvostoseavevas 1,079.2 + 4.2 + 4.1 4.52 4.80 78 -6534 78 3.50 4.4 
nd ——— =e a ee = 
ar | 
; GROCERY 
Nea First National Stores 42451 4 43 4.12! 4.20 51 -41 48 2.00 41 | 
€ Jewel Tea 226.7 + 8.5 t+ 9.6 2.56 2.70 43 -34 40 1.57 3.9 | 
Ss | 
- | Kroger 1,051.8 + 5.4 + 0.8 3.23 3.60 45 -37)2 43 2.00 4.6 | 
i | National Tea 405.2 412.1 17.8 2.05 3.00 2934-24% 28 160 57 
x Safeway Stores 1,639.0 12.6 + 5.0 2.00 4.00 3878-3238 38 2.40 6.3 
- Winn & Lovett 203.3" +-14.7 +1115 2.12 2.34° 3314-2414 33 1.26 3.9 | 
ey is eeseetn eae = : 
ne DRUG 
Peoples Drug 54.0 + 6.6 + 0.9 3.34 3.60 3214-2834 30 2.00 6.6 
EVs Walgreen Drug 181.51 + 2.0 0.8 2.44 2.26% 2914-2134 23 1.70 7.3 
nt ee ——— 
id 
id SHOE 
Se Edison Bros. , 80.6 + 3.4 + 2.4 2.40 2.60 2558-1634 20 1.35 6.7 | 
v0 Kinney Shoe 43.7 + 1.6 + 2.7 4.35 4.50 4173-24 33 1.707 L | 
CY a ee —_ | 
| APPAREL 
; Grayson-Robinson 96.5” + 2.8 10.3 2.10 70° 1638- 9 918 75% 8.2 
1 , Lane Bryant 58.1* +-12.0 + 9.6 2.26 2.35 1818-1412 15 1.007 6.6 | 
} =) 
We Lerner Stores , 154.4* + 9.6 ~ 2.3 2.28 2.40 2258-1612 17 1.50 8.8 
ve MEN’S MEAR 
ve Bond Stores 82.7 + 5.1 + 68 1.82 2.25 1434-1212 13 1.00 7.6 
ct Howord Stores 27.4 2.3 3.4 2.30 2.35 1732-1534 16 1.50 9.3 
9e 
th mtn rear ee rr aes 
1e AUTOMOTIVE-VARIETY 
N Western Auto Supply : : 84.9 + 5.4 +. 7.0 6.31 6.75 5778-4312 48 3.75 7.8 
at = 
ly 
70 *—Year ended January 31, 1953. '—Year ended September 30, 1953. 
9 +—To November 27, 1954. °—Year ended July 31, 1953. 
: ; | 
mn 1_Year ended March 31, 1953. 6—Includes 1953 dividend declarations payable in January, 1954. | 
. | 
aA *—Year ended February 28, 1953. 7—Plus stock. | 
n- %—Year ended June 27, 1953. 5—20 weeks to November 14, 1953. | 
4 | 
in 
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the general economy. 

Brightening the outlook is the indication that 
there is a leveling-off in prices that could increase 
consumers’ purchasing power, especially with na- 
tional disposable income holding up close to the 1953 
level. In this connection, it should be noted that the 
new peaks in economic activity and employment 
were made possible through the impetus mainly of 
expanding private demands. Granting that psycho- 
logical conditions have continued to have an effect 
upon consumer purchasing, making it hazardous to 
accurately foresee sales trends in many retail lines, 
continuation of 1953 activity into the coming year 
should be reflected in maintenance of a good level 
of consumer and business demands though somewhat 
off from 1953’s totals. 


The Mail Order Group 


The sales and earnings pattern of the various re- 
tail groups—the mail order houses, variety stores, 
and others directly serving the consuming public— 
in the coming year is likely to follow the lines estab- 
lished during 1953. (Elsewhere in these pages, we 
present a compilation, by groups, of these companies 
showing comparison of sales, estimated 1953 earn- 
ings against 1952 per share net, and other pertinent 
data). A feature of this comparative tabulation is 
the Sears, Roebuck & Co. gain of 5.2% in net sales 
for the 10 months to October 31, this year over the 
corresponding period of last year, in contrast to a 
decline of 5.8% for Montgomery Ward, and 7.2% 
for Spiegel, Inc. 

Sears’ sales gain reflects the aggressive expansion 
of its retail stores, many of which have been located 
in the modern suburban shopping centers or in other 
strategic locations, attracting city and suburban 
shoppers buying directly from the counters or plac- 
ing orders through the catalog divisions. This busi- 
ness has grown to where it now accounts for about 
60% of the company’s total annual sales. Although 
Montgomery Ward continues to operate about 600 
retail units throughout the country, it has not de- 
veloped this business on a basis comparable with its 
big competitor. Total sales volume is more dependent 
on demands from the rural population. Much the 
same situation governs Spiegel which continues to 
be a mail order house primarily, and caught between 
the two giants of the industry. Consequently, it has 
to contend with severe competition from _ these 
sources, and this is likely to increase as Sears and 
Montgomery Ward step up their efforts to get a still 
bigger share of 1954 mail order sales. 

Spiegel had a disappointing first 1953 nine months. 
Although sales volume was down by a little less than 
$5 million, its deficit before income taxes, amounted 
to $1,128,300. This included a $231,000 loss from 
sale of its Dortch Stove Works, and resulted in a 89 
cents a share deficit for the common stock. Sales 
downtrend continued through all of October and 
even though some improvement might be shown for 
the final two months of the calendar year, reflecting 
holiday buying, it is doubtful that such gains could 
pull net for the current fiscal year to much better 
than 40 cents a share. Montgomery Ward’s net will 
probably be under the previous year’s showing, but 
still more than twice annual dividend requirements 
of $2 a share, plus $1 extra. Sears’ earnings continue 
in an uptrend, net for the current fiscal year being 
conservatively estimated at $4.85 a share, as com- 
pared with $4.56 a share for the previous year, and 
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widening the base for the regular $2 a share annual 
dividend and extra of $1 at the year-end. 


Variety Chains 


The variety chains, with few exceptions, continued 
to show fairly steady gains, with W. T. Grant & Co. 
in the vanguard, its ten months’ sales gain of 7.7% 
improving over the 5.5% increase it showed for 1952 
over the previous year’s volume. Grant’s October, 
1953, sales of $28 million were up by 4% over Octo- 
ber, 1952, volume, and brought the first ten months’ 
total to $217.7 million, as compared with $202.1 
million for the same months of last year, a gain of 
7.7%. Several factors contributed to this growth. 
These include Grant’s consistent program of mod- 
ernizing older units, locating new stores in suburban 
shopping centers, and maintaining a strong com- 
petitive position through pricing and expanding its 
line of general merchandise while still holding its 
place in the variety field. The company has been a 
good earner over a long period of years and has paid 
dividends in every year since 1907, Earnings for the 
current fiscal year will probably amount to $3.10 a 
share against dividend needs of $1.50 a share, a rate 
that most likely will remain unchanged for the 
present because of partial retention of earnings for 
use in further expansion, including enlarging some 
present retail stores and opening of new ones. 

Of all the variety chains, Grant is the only one in 
the first ten months of this year that bettered sales 
volume by a wider margin than scored in the pre- 
vious year. However, S. 8S. Kresge & Co. has come 
through with the next best record, 1953 first ten 
months’ volume moving up 4.4%. This is just under 
the 4.95% gain in the 1952-53 fiscal year over the 
preceding 12 months’ volume. Dollar volume in the 
1953 ten months of $248.1 million compares with 
sales of $237.7 million for the like period a year ago. 
Kresge continues its broad expansion program, en- 
larging a number of established stores and opening 
up new units with 1953 schedules providing for 17 
new stores, including those in Morrisville, Pa., the 
new steel town; two in Ontario, and a number in 
rapidly developing shopping centers in suburban 
areas in various states. In the postwar years to the 
end of 1952, the company’s capital expenditures for 
modernization and new stores totaled $68 million 
from internal funds, maintaining, at the same time, 
strong finances. 

Others in the group scored gains of from 2.0% to 
3.6%, J. J. Newberry & Co. registering the latter 
improvement on 10 months’ sales of $127.7 million, 
as compared with $123.2 million in the 1952 ten 
months’ period. G. C. Murphy & Co., in the first 10 
months of this year increased sales volume by 2.8%, 
dollar volume increasing from $136 million in the 
like 1952 period to $139.8 million this year. This, 
however, is in contrast to the good sales of 1951-52 
of 9.2%, with dollar volume again registering a new 
record high for the fifteenth consecutive year at $184 
million, which is likely to be surpassed in the current 
year ending December 31, next. Estimated net for 
the year is placed at $3.50 a share. This would com- 
pare with $3.21 last year, providing widened cover- 
age for dividends that have been paid without a 
break for the last 40 years. 

On a percentage basis, F. W. Woolworth & Co., in 
the first 1953 ten months made the smallest gain, 
the increase in dollars being from $528.6 million for 
the 1952 period to $532.1 (Please turn to page 346) 
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General Telephone 


Continue Its Growth? 


By ROGER CARLESON 


( approximately 18% of the total 
telephones, outside the Bell System, the General 
Telephone System is by far the largest group of 
independent telephone companies in the United 
States. 

For the first 10 months of this year, consolidated 
net income of parent company, the General Telephone 
Corporation increased 68.20% over the figures shown 
for the like period of 1952. The increase, in dollars, 
was from $6,743,000 to $11,342,000. After preferred 
dividends, net for the common stock amounted to 
$10,883,000, as compared with $5,911,000 for the 
first 10 months of last year. This is a gain of 84.45%, 
and extends an uptrend that has more than tripled 
net earnings in the last six years. 

The principal contributor to this growth has been 
the System’s steady expansion 





Increase in Telephones in Service 


It is only within the last few weeks that General 
Telephone completed negotiations for the purchase 
of all of the outstanding stock of the Langlade Tele- 
phone Co., serving Antigo, Wis., the center of a 
prosperous agricultural area, and adjacent towns 
of White Lake and Pickerel. 


‘Perhaps a more vivid idea of the Sys- 
tem’s growth will be had from the in- 
crease in telephones in service, now num- 
bering 1,634,000, as compared with 1,089,- 
889 at the close of 1948, a gain of 544,111 
or 49.92%. Of equal importance has been 
the strides made in converting telephone 
exchanges from manual to dial operation. 
In 1952 alone, the System companies com- 
pleted conversion of 77 exchanges to this 
method of handling calls, and at the end 
of the year approximately seven out of 
every 10 System ’phones in service were 
dial operated. During the five years to the 
end of 1952, the operating telephone com- 
panies in the General Telephone group 
made gross constructed additions to telephone plant 
and facilities of close to $275 million, with such ex- 
penditures in 1952 amounting to $68.8 million. This 
was the largest construction program in all of the 
System’s history. Within the years beginning with 
1948 to the end of 1952, net property account ex- 
panded from $113 million to $303 million, a net 
gain of 168%. 

New construction by subsidiaries during 1953 is 
estimated to cost $71.5 million, a new all-time high 
in yearly expenditures, a portion of which was to 
be applied to converting additional exchanges from 
manual to dial operation further increasing oper- 
ating efficiency and lowering operating costs. Addi- 
tions and replacements of toll facilities enabled the 
System companies, (Please turn to page 342) 




















of operations by the original 
companies within the group 
and the acquisition of addi- 
tional independent lines. With- 


General Telephone’s Post-War Growth 





Capitalization ———— 





as es Number of Common Gross Earnings Dividends 
In the past year, the com- Telephones Funded Preferred Stock Operating Per Paid Per 
panys telephone network has in Operation Debt* Stock* (Thousands Revenues Common Common 
been extended by the pur- ere (Thousands) _(illions) (Millions) of Shares) (Millions) _ Share = Share 
chase of five exchanges located 1946 850 $447 $179 984 $37.7 $2.99 $1.60 
in Arkansas and Louisiana, 1947 965 51.4 32.5 984 44.0 2.14 2.00 
a substantial majority of the 1948 1,089 60.0 38.6 1,191 53.1 2.39 2.00 

tst ling ital stock f 1949 1,205 95.3 42.8 1,196 60.7 2.17 2.00 
outstanding Capital StocK Oo 1950 1,321 111.8 51.5 1,395 70.0 2.64 2.00 
the Illinois Allied Telephone 1951 1,417 131.1 78.0 1,920 84.7 2.63 2.00 
Co., operating 10 exchanges A 162.8 84.2 2,390 100.8 3.15 2.00 
in Bureau County, Illinois, 1953 (10 months, Oct. 31)... 1,634 2 2 9,895 $105.0 $3.27 $2.20! 








and all of the capital stock of 
the San Angelo Telephone Co., 
furnishing telephone service 


Recent Price: 43 
Dividend Yield: 5.1% 





in San Angelo and 17 other 
exchange, all located in Texas. 








*—Includes subsidiaries. 


1_Fyll year 1953. 


*—Last statement 12/31/52. 

















DECEMBER 12, 1953 


329 


















* PROFIT 


AND 


“INCOME 


December 

Reflecting the year-end season- 
al upward bias, the Dow indus- 
trial average has had net gains 
for the month of December as a 
whole in 40 years, declines in only 
16. August has been almost as 
good for the industrial list. The 
record has been less impressive 
for rails, with 33 December gains, 
23 declines. For reasons unclear, 
or perhaps solely by happen- 
stance, July has been the best 
month for rails, with 39 advances, 
against 17 declines. Measured 
from December low to high in the 
first half of January, there have, 
of course, been year-end rises in 
virtually every year. Since the 
possible scope of these moves is 
guesswork, and neither the low 
nor high can be determined except 
by hindsight, there is no percent- 
age in buying stocks for this kind 
of a play. However, if you want 
to do some selling, there may be 
something to gain and very little 
risk on the other side by deferring 
it to the sessions between Christ- 
mas and New Year’s in the case 
of establishing losses where no 
switching into other stocks is in- 
volved; and to early January for 
taking profits. A rally might cut 
the loss by more than the differ- 
ence in tax deduction. With lower 
taxes effective after the year end, 
there might well be a considerable 
concentration of profit taking in 
the first week of January—and by 
the “early birds” in the January 
2 trading session. 
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“The Dow” 

The Dow industrial average is 
a convenient daily measure of the 
general direction of prominent or 
“leading” stocks. The “general 
direction”, of course, is simply an 
average of widely differing price 
changes of the 30 stocks included 
in “the Dow”. Probably you know 
that, but you may need to be re- 
minded how little bearing the 
movement of the average has on 
the results obtainable from your 
selection of stocks, whether they 
are in or out of this average—un- 
less you buy all 30 of these par- 
ticular issues. The average made 
its major high last January 5, de- 
clined 38.3 points to September 
14, and now stands at a level 
representing recovery of 60% of 
the total decline. To illustrate 
selectivity within the average, us- 
ing the January 5, September 14 
and current levels for reference 
points, the following Dow indus- 


trials are at this writing above 
their January 5 levels; and have, 
therefore, made up the following 
percentages of declines between 
January 5 and September 14: 
United Aircraft 474%, General 


Electric 450%, du Pont 330%, 
Corn Products 310%, American 
Can 200%, Eastman Kodak 132% 
and Westinghouse Electric 127%. 
At the other extreme, Chrysler 
and International Nickel are 
through their September lows to 
new lows for the year. A “recov- 
ery” cannot be figured for Gen- 
eral Foods, whose September 14 
level was above that of January 5 
and which is now at a new high. 
American Tobacco was a contra- 
trend stock, rising over the Jan- 
uary-September period; but has 
been a contra-trend stock in the 
opposite direction more recently, 
and is now close to its low for the 
year. Stocks which have had 
much smaller recoveries since 











Bohn Aluminum & Brass 
Dixie Cup Co. 

Mack Trucks 

Northern Pacific Rwy. 
National Steel Corp. . 
Spencer Chemical Co. 
American Brake Shoe Co. 
Bethlehem Steel Corp. 
Union Oil of Calif. 2 Bt 
Standard Oil Co. of Calif. 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1953 1952 

Quar. Sept. 30 $ .95 $ .32 
9 mos. Sept. 30 2.98 2.48 

. 9mos. Sept. 30 1.27 -63 
9 mos. Sept. 30 3.95 2.78 
Quar. Sept. 30 1.77 98 
Quar. Sept. 30 71 53 

. Quar. Sept. 30 1.01 -64 
Quar. Sept. 30 3.38 1.62 

. Quar. Sept. 30 1.89 1.12 
. Quar. Sept. 30 1.70 1.51 

















THE 


MAGAZINE OF WALL STREET 





fe} 























September 14 than the average of 
60% are: Woolworth, American 
Smelting, Johns-Manville, Stand- 
ard Oil of California, National 
Distillers, General Motors, U. S. 
Steel, International Harvester, 
Standard Oil (New Jersey), Amer- 
ican Telephone and Bethlehem 
Steel. 


Good News 

Following an 8-week rise from 
mid-September, the market has 
shown little inclination, up to this 
writing to extend recent mild re- 
actionary tendencies. The year- 
end dividend news is largely on 
the favorable side, and is giving 
investment sentiment a lift. Some 
important companies have boost- 
ed regular rates, or increased 
vear-end extras from a year ago 
or declared stock dividends to 
supplement regular payments. To 
cite a few: Sante Fe, Goodrich, 
CIT Financial, General Electric, 
du Pont, Pullman, Republic Steel, 
Hastman Kodak, International 
Paper, Pfizer, Texas Company, 
Socony-Vacuum, Pittsburgh Plate 
Glass and Firestone Tire. 


Tax Relief Near 

The imminent lapse of the ex- 
cess profits tax is among the con- 
siderations making for liberali- 
zation of dividends in a_ good 
many of the recent instances, 
since more of earnings will be 
available for dividends after De- 
cember 31. Tax relief is a major 
consideration in investment per- 
spective on 1954. It means that 
expected recession in business will 
affect total corporate profits less 
than would otherwise be so. For 
that reason, plus more comfort- 
able cash positions and less need 
to retain cash, total dividends are 
not likely to be much affected by 
business recession, unless it ma- 
terially exceeds the 10% shrink- 
age allowed for by the present 


consensus. For companies sub- 
ject to 1953 over-all tax rates of 
65% to 70%, lapse of EPT can 
mean 1954 gains in earnings 
ranging from a little over a third 
to a little less than two thirds, 
given no change in pre-tax in- 
come. Probably only a minority 
of companies will have 1954 pre- 
tax income equalling or exceeding 
that of 1953. (This subject is 
covered at length on page 316). 


Examples of Tax Relief 

A few examples of companies 
which will probably pay 1953 tax 
rates of 65% to 70%, as indicated 
by actual accruals for nine months 
through September, are Anchor 
Hocking Glass, Reynolds Tobac- 
co, Halliburton Oil Well Cement- 
ing and Lily-Tulip Cup. In all of 
these cases, pre-tax incomes seem 
likely to be maintained sufficiently 
well in 1954 to permit appreciable 
gains in earnings. Other examples 
among more cyclical stocks, where 
pre-tax net may be subject to 
more or less shrinkage, but for 
which EPT lapse provides a thick 
cushion, are General Motors, Gen- 
eral Electric, Goodrich Tire, 
Revere Copper & Brass, and 
Thompson Products. 


General Motors 

In the mild 1949 recession, 
automobile demand remained 
strong, with accumulated needs 
nowhere near filled. General Mo- 
tors not only was unaffected; its 
1949 earnings and dividends were 
widely above those of 1948. In the 
rather severe 19387-1938 slump, 
the company’s sales fell 34% 
(1938 versus 1937), pre-tax net 
45.4%, share earnings about 
50%, dividends 60%, the price 
of the stock about 64%. In the 
industry, management forecasts 
of 1954 shrinkage in automobile 
sales range from around 5% to 
15%. General Motors will do bet- 











Central Aquirre Sugar Co. 
Consolidated Grocers Corp. 
Motor Products 

Newport Industries 

Ruppert, Jacob 

St. Joseph Lead Co. 

Amer. Agricultural Chem. 
American Bank Note Co. 
Amer. Zinc, Lead & Smelting 


Georgia-Pacific Plywood 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1953 1952 
Year July 31 $2.18 $2.60 
12 weeks Sept. 20 34 48 
Quarter Sept. 30 77 94 
9 mos. Sept. 30 -67 1.07 
9 mos. Sept. 30 1.39 2.55 
9 mos. Sept. 30 2.19 3.06 
Quar. Sept. 30 48 .67 
Quar. Sept. 30 -12 -20 
Quar. Sept. 30 -48 -98 
Quar. Sept. 30 -08 38 
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ter than the industry. Allowance 
for a shrinkage of 10%. may be 
amply conservative. It should not 
cut pre-tax net by more than 
25%. In that case the shift from 
a 70% tax rate to 52% should 
mean earnings as good as 1953’s 
estimated $6.75 a share. Even a 
40% cut in pre-tax net, which is 
un.ikely, would reduce earnings 
only moderately, and leave them 
in excess of the $4 dividend rate. 


Perspective 

Aided by a $1 year-end special 
dividend, bringing 1953 payments 
to a record $4, General Electric, 
currently at 86, has risen to the 
highest level since 1930. If you 
look at price and historical range 
alone, the stock is high. Nor is it 
cheap at about 15.6 times esti- 
mated 1953 earnings around $5.50 
a Share or on a yield basis of 
4.65%. But long-range growth 
prospects are excellent. (In 1952 
the management expressed the 
opinion that sales in ten years to 
1962 probably would exceed the 
total for all the 70 prior years of 
the company’s history). More- 
over, the cushion indicated by a 
tax rate around 69% suggests 
1953 earnings approximating, if 
not exceeding, this year’s. Finally, 
the stock generally commands a 
premium for quality and growth; 
and the present premium is fairly 
moderate. Thus, in many past 
years — not alone at advanced 
stages of bull markets—the stock 
has sold at price-earnings ratios 
much higher, and yields much 
lower, than the present ones. For 
instance, in 1944 it sold at over 
23 times earnings and a yield of 
about 3.5% ; in 1939 at about 30 
times earnings to yield about 
3.147; in 1935 as high as about 
41 times earnings to yield 1.6%. 
So viewed, the stock is advanced, 
as judged by the conservative 
standards of recent years, but not 
extremely priced. Long-pull in- 


vestment holdings merit reten- 
tion. 
Two Favorites 

We have commented here at 


various times on McGraw-Hill 
and Halliburton Oil Well Cement- 
ing. The former (adjusted for 
2-for-1 split in August) recently 
reached a new all-time high of 
35, and is within a hair of that 
level at this writing. Because of 
large tax relief (indicated 1953 
effective rate 70%), 1954 net 
probably will better 1953’s esti- 
mated record $3.75 a share or so 
(Continued on page 349) 
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The Business Analyst 


By E. K. A. 


One of the most encouraging features of the current business 
situation, where numerous economists now are freely predict- 
ing a decline of 10 to 20 percent in industrial activity during 
the first half of 1954, is the attitude of industrialists generally 
towards these gloomy fore- 
casts. 

There was atime when, with 
the appearance of a few 
dark clouds on the business 











BUSINESS ACTIVITY 


PER CAPITA BASIS 


eee horizon, industry would be- 
gin to cut back on its sales 

tiie TEAR and promotional efforts, 
Aco hold back new products for 


more propitious times, and 
sharply curtail expenditures 


|e 


two for modernization and ex- 
WEEKS pansion of plant and equip- 
AGO ment. 


Unquestionably, the sever- 
ity and length of business 
| setbacks were intensified in 
the past by the retrenchment 
policies of industry. While 
cautiousness on the part of 
an individual is an attribute 
to be recommended, mass 
cautiousness frequently tends 
to defeat its own purpose. 

Recent surveys of con- 
sumers’ goods industries re- 
veal that most industrialists, 
rather than adopting a pol- 
icy of defeatism in the face 
of unfavorable general busi- 
ness forecasts, are looking 
to the prospect for some gen- 
eral slowdown as a distinct 
challenge to their manager- 
ial and selling ability. Sales 
a forces are being reorgan- 

1939 ized and strengthened. Ad- 
vertising expenditures are 
being stepped up. Plans for 
new products and improve- 
ment of present products are 
being taken off the shelf. 

Numerous industrialists 
express the belief that their 
sales volume will be main- 
tained and possibly in- 
creased, even though their 


be | particular line of industry as 
, a whole will suffer a setback 
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in sales volume in 
the months ahead. 
Quite obviously, 
this points to a 
heightening of com- 
petition for con- 
sumers’ dollars, of 
which there may be 
fewer available. 

There is little ten- 
dency among man- 
ufacturers, despite 
the prospects for 
reduced national 
income, to turn out 
a cheaper’ or in- 
ferior product for 
sale at a lower 
price. Recent analy- 
ses of retail sales 
reveal that, although the total dollar volume has held about 
steady, the number of unit sales has declined. This clearly 
points to an uptrend in consumer desires, on which manu- 
facturers are planning to capitalize. 

Unless the predicted setback in general business activity 
proves to be more severe than anticipated even by the most 
pessimistic of economists, that which we have tended to con- 
sider as the “luxury market” promises to be well maintained 
as a result of consumer desires and the increased efforts of 
industry to stimulate those desires. 

It is becoming increasingly difficult, of course, to determine 
just what is a luxury today. Judged by European standards, 
much of the postwar American boom has been based on the 
production and sales of luxuries. This would include automo- 
biles, the numerous household appliances and labor-saving 
devices in the homes, and even central heating. Overlooked in 
this appraisal, however, is the fact that the rapid suburbaniza- 
tion of America has made the automobile (and frequently 
more than one to a family) a distinct necessity. 

Furthermore, the inability of even middle bracket income 
families to afford domestic help puts labor saving devices and 
automatic heating in the necessitous category. With the higher 
educational standards for women and the increase in the num- 
ber of children per family, American wives will not endure 
drudgery to maintain a home. 

As a result of union organization and the tight labor situa- 
tion of the past dozen or so years, there now are more families 
in the middle income bracket than ever before. There is little 
difference today between the income of many university gradu- 
ates and that of industrial workers. A serious general business 
setback might check this trend temporarily, of course, but the 
trend is unlikely to be reversed. 

(Continued on page 342) 


THE MAGAZINE OF WALL STREET 





isi hk fF a all 











L 


! 
) 


A 
ZA 








SOLO eee 








The Business Analyst 





MONEY & CREDIT—The Federal Reserve is still doing its bit 
to keep the commercial banks amply supplied with funds and 
in the four weeks ending November 25, it has purchased an 
additional $145 million of Government securities. It is true that 
during this period the Central Bank also sold back to the 
Treasury $500 million of notes but this transaction had not 
the slightest effect on the supply of bank credit while it en- 
abled the Treasury to keep the national debt within statutory 
limits. The Federal Reserve’s evident willingness to keep bank 
credit at a high level is one reason why Treasuries have been 
resistant to decline. In the two weeks ending November 27 
long-term Government obligations showed improvement with 
the thirty-year 344s up % during the period and the Victory 
2%as gaining ¥%. The market was also encouraged by news of 
the Treasury’s big success in its recent refunding of $10 billion 
of 2%% notes which fell due on December 1. Three billion 
of these notes were held by the public and no less than 96% 
exchanged them for new securities. Just as heartening was 
the fact that 60% accepted the option of a longer-term five- 
year bond rather than a short-term note which they could 
have gotten. The remainder of the maturing issue—$7 billion 
worth—was held by the Federal Reserve and this was ex- 
changed for new notes as was expected. 

Corporate bonds have been following the trend of 
Treasury obligations but with a comfortable time lag. They 
now seem to be going through the slight set-back which 
Treasuries suffered several weeks ago. New issues have also 
been affected and large portions of some of these which were 
brought out recently are still in the hands of underwriters. 
Tax-exempt obligations have also paused for a breather, and 
in the week ending November 27 the Bond Buyer’s Index of 
such securities was unchanged from the previous week. This 
was the first time since September that this yield index has 
failed to move down from a preceding week's level. One 
reason for slower demand in the field of corporate and muni- 
cipal financing is the fact that investors have earmarked size- 
able amounts for investment in issues that are scheduled to 
be offered in coming weeks, such as the record General 
Motors debenture offering and substantial municipal financing 
that is in the cards. Competition for funds is also coming from 
such sources as the Reconstruction Finance Corporation’s offer 
of its holdings of various obligations with a market value of 
about $1 billion which will in all probability finally wind up 
in private hands. This offering is one more effort by the 
Government to add to its cash balance while avoiding the 
route of direct borrowing which would run up against the 
statutory debt limit. 
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TRADE—Retail trade is holding its own and sales for the week 
ending Wednesday, November 25, were about 3% ahead 
of the corresponding 1952 period, Dun & Bradstreet has 
estimated. However, more retailers are reporting that their 
volume is under a year ago, than was true a few months 
earlier. The mild weather in many parts of the nation has 
put a damper on apparel sales, a condition that also existed 
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a year ago. There was some pick-up in demand for house- 
hold goods and toys were moving fast. 

The Commerce Department reports that total retail sales 
in October, after seasonal adjustment, were 1% ahead of 
September, but were a little under the corresponding 1952 
month. This is the first year-to-year dip since March, 1952. 
The nondurable group was responsible for the poor showing 
with apparel store sales outstandingly weak, dropping 17% 
below October, 1952. 





2. 
.o) 


INDUSTRY—Industrial output dipped again in November and 
the Federal Reserve Board estimates that its production index 
dropped to 228% of the 1935-1939 average from 231 the 
month before and 234 a year ago. The weakening was con- 
fined to manufacturers of durable goods and to mining while 
output of nondurables was unchanged. Auto output was re- 
duced about 30% in November with shut-downs for model 
changeovers playing a large part in the drop. Steel mills 
operated at about 90% of capacity during the month, com- 
pared with a 95% rate the previous month. 


(Please turn to following page) 
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Essential Statistics 

















































































































Pre- 
Weer Wier Year ‘Pearl. ~=s«: PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES- Sb e) Oct. 3.9 4.1 4.1 we (Continued from page 333) : 
Cumulative from mid-1940__ Oct 526.0 522.1 472.7 13.8 | COMMODITIES — Average commodity 
prices, as measured by the Bureau of 
ae Sees o> Nov. 24 75.) oe ee 55.2 | Labor Statistics’ index of primary market 
MONEY SUPPLY—Sb prices, rose 0.2% in the week ending 
Demand Deposits—94 Centers_——— | Noy. 18 53.7 53.7 53.2 26.1 | November 24, to stand at 110.0% of the 
Currency in Circulation_ Nov. 25 30.7 30.5 30.2 10.7 | 1947-1949 average. This left the index 
BANK DEBITS—(rb3)** still 0.2% below the October average and 
New York City—$b Sept. 58.4 51.1 523 16.1 0.6% under November of last year. The 
344 Other Centers—$b Sept. 94.3 91.6 88.2 29.0 |rise in the latest week resulted from an 
2 increase in farm prices which rose 1.9% 
dae ermal senggaiiiaaauass pape. — ae es over the week before. reflecting advances 
ian aaah il Sop. on wail a ” for most grains, steers, hogs, lambs, cows 
Proprietors’ Incomes— Sept. 49 49 53 23 ead wie potatoes. 
Interest and Dividends Sept. 23 23 21 10 
Transfer Payments Sept. 14 14 | 3 + + * 
(INCOME FROM AGRICULTURE) Sept. 16 16 21 10 
POPULATION—m (e) (cb) Oct 160.5 160.2 157.8 133.8 CONSTRUCTION CONTRACT 
Non-Institutional, Age 14 & Over | Oct. 111.9 111.8 110.1 101.8 | AWARDS, which are a good indicator of 
Civilian Labor Force Oct. 63.4 63.6 63.1 55.6 |kuilding activity to come, were higher in 
unemployed Oct. 12 12 1.3 3.8 |October at $1,892,400,000, in the 37 
Employed Oct. 62.2 62.3 61.9 51.8 |states east of the Rockies, F. W. Dodge 
In Agriculture Oct. 7.2 7.3 7.3 8.0 |Corporation has reported. The October 
Non-Farm Oct. 55.1 55.0 54.6 43.2 |results, which are a full 44% ahead of 
At Work Oct. 60.6 59.6 59.9 43.8 |October, 1952, boost total awards for 
Weekly Hours Oct. 42.4 40.0 42.5 42.0 |this year’s first ten months to $14,749,- 
Man-Hours Weekly—b Oct. 2.57 2.38 2.55 1.82 | 649,000, a 5% gain over the correspond- 
ing 1952 period. Heavy engineering 
poe il ene ini — pee pos — awards in October amounted to $499,- 
mua saat ud med pri ioe 676,000, a whacking 110% over the simi- 
ith teen. ia ans peed pip ca lar 1952 month. Residential building 
hMiantiee. >s aa hones ite ae awards of $634,582,000 were 5% ahead 
Weekly Wage ($) atl cmap ae wn il of last year while nonresidential awards 
: : . : SY | bettered a year ago by 61%. For the first 
PRICES—Wholesale (Ib2) Nov. 24 110.0 1098 1107 66.9 | ten months both nonresidential and heavy 
Retall (cd) Sept. 210.3 ~=—«-210.1 211.1 116.2 | engineering contracts were ahead of the 
similar 1952 period while residential 
COST OF LIVING (Ib2) Sept. 115.2 115.0 114.1 65.9 awards were down 3%. 
Food Sept. 113.8 114.1 115.4 64.9 
Clothing Sept. 105.3 1043 1058 59.5 * ok * 
Rent Sept. 126.0 125.1 118.3 89.7 
RETAIL TRADE—$b** New orders for MACHINE TOOLS 
Retall Store Sales (ed)____—=—=—=——_| Oct. 14.1 14.0 14.2 4.7 |dropped again in October and the index 
Durable Goods. Oct. 5.0 49 4.8 1 of such orders, compiled by the National 
Non-Durable Goods__—=————_| Oct. 9.1 9.1 9.4 3.6 | Machine Tool Builders Association, fell to 
Dep't Store Sales (mrb) Oct. 0.83 0.81 0.87 0.34 | 199.2% of the 1945-1947 average from 
Conevmer Credit, End Mo. (rb2)___ | Oct. 282 280 24.1 9.0 |223.7 the previous month and 243.3 a 
year ago. Shipments picked up again in 
MANUFACTURERS’ October to 348.2% of the base period 
New Orders—$b (cd) Total **______ | Oct. aA 22.4 ape 14.6 {while production at 397.1% was only 
Durable Goods Oct. 99 99 W5 7.1 | slightly under September output. At Octo- 
Non-Durable Goods___ | Oct. 12.4 12.6 12.7 75 |ber production rates it would have taken 
Shipments—$b (cd)—Total** Oct. 24.8 24.9 24.8 8.3 16.6 months to complete all orders on the 
Durable Goods Oct. 12.2 12.2 12.0 4.1 | books. This compares with a 7.0 month 
Non-Durable Goods___ | Oct. 12.6 12.7 12.8 4.2 | ratio in September and one of 11.1 months 
in October, 1952, at then current produc- 
SUSINESS INVENTORIES. End Mo.** tion rates. 
Total—$b (cd) Sept. 79.3 78.7 73.4 28.6 
Manufacturers’ Sept. 46.4 46.2 43.2 16.4 * * * 
Wholesalers’ Sept. 10.6 10.4 99 4.1 
Retallers’ Sept. 22.3 22.1 20.3 8.1 BUSINESS FAILURES rose sharply a 
Dept. Store Stocks (arb) aon. 25 aed wate "1 | October, with 840 firms unable to meet 
SUSINESS ACTIVITY—1—pc Nov. 21 191.3 191.5 1930 141.8 | their obligations, the biggest casualty toll 
Nov. 21 235.1 2353 233.2 146.5 ‘since May, 1950. The rate of failure, as 


(mM. W. $.)—I—np_. 
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Latest Previous Pre 
Wk.or Wk. or Year Pearl 
Date Month Month Ago Harbor*® PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PROD.—1 np (rb)** Sept. 232 235 228 174 measured by Dun’s Failure Index, which is 
Mining Sept. 167 167 175 133 seasonally adjusted and projected at an- 
Durable Goods Mfr Sept. 303 309 290 220 nual rates, rose in October to 39 for each 
Non-Durable Goods Mfr_______ | Sept. 195 198 194 151 10,000 firms listed by Dun & Bradstreet. 
CARLOADINGS—t—Total Nov. 21 72% 727 81) 833 In September this index stood at 36 and 
Misc. Freight Nov. 21 371 365 389 379 was at 30 in October, 1952. LIABILITIES 
nay a Nov. 21 67 67 74 ‘1,566 of failing firms were also higher in Octo- 
err Nov. 21 48 49 5) 43 ber, amounting to $37,076,000. This was 
10% above September and 6% more 
ELEC. POWER Output (Kw.H.) m Nov. 21 8416 8457 7,971 3,266 than in the corresponding 1952 month. In- 
SOFT COAL, Prod. (st) m Nov. 21 8.9 8.8 10.4 10.8 dustries where liabilities of failing firms 
ena tan 3 Nov. 21 406.8 389.1 413.5 44.6 | topped September included mining and 
Schild Mn Sept. 81.0 78.0 83.3 61.8 manufacturing, and commercial services. 
There were notable upswings in the num- 
PETROLEUM—(bbis.) m ber of failures in the Pacific States, par- 
Crude Output, Daily__________| Nov. 21 6.3 6.2 6.7 4.1 | ticularly California, and in the Middle At- 
Gasoline Stocks Nov. 21 145 143 124 86 lantic States, where failures reached a 
Fuel Oil Stocks Nov. 21 50 50 52 94 post-war peak. 
Heating Oil Stocks. Noy. 21 133 135 118 55 
LUMBER, Prod.—(bd. ft.) m Nov. 21 249 247 263 632 . ‘ = 
Stocks, End Mo. (bd. ft.) b_________ | Sept. 8.3 8.1 8.4 79 
The FOREIGN TRADE of the United 
STEEL INGOT PROD. (st) m Oct. 9.5 8.9 9.8 7.0 | States picked up in September, with ex- 
Cumulative from Jan. 1_.._______.|_ Oct. 95.0 85.5 74.0 74.7 ports at $1,235.0 million, a 4% gain over 
aennuee Gommmecuen August and slightly above year-ago results. 
AWARDG~tu (ea) Nov.26 145 245 203 94 Exports for the latest month include $203.7 
prince on ig Mew. 96 13,660 13,515 14782 5,692 million shipped under the Mutual Security 
Program which was a decrease from the 
MISCELLANEOUS $274.1 million exported under this pro- 
Paperboard, New Orders (st)t Nov. 21 194 228 206 165 gram in the previous month. IMPORTS 
Cigarettes, Domestic Sales—b Sept. 34 35 35 17 from abroad amounted to $926.0 million | 
Oe., Cigers—m Sept. 558 498 527 543 in September, up from $841.5 million the | 
Do., Manufactured Tobacco (Ibs.)m_ | Sept. 19 18 19 28 previous month. 











b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes | 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills | 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth 
pc—Per capita basis. rh—Federal Reserve Board. rb2—Federal Reserve Board, total consumer credit. rb3—Federal Reserve Bank of N. Y.—1941 data 


























is for 274 enters. st—Short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
1953 1953 
No. of 1953 Range 1953 1953 (Nov. 14, 1936, Cl.—100) High Low Nov.20 Nov. 27 
Issues (1925 Cl.—100) High Low Nov. 20 Nov. 27 | 100 HIGH PRICED STOCKS... 133.5 114.4 122.6 =—-122.6 
300 COMBINED AVERAGE 215.5 177.2 189.6 189.2 |100 LOW PRICED STOCKS... 260.5 203.7 219.0 218.0 
4 Agricultural Implements ......... 263.3 184.1 189.2 186.7 4 Investment Trusts sessoratsns: NAM 93.1 99.7 99.7 
10 Aircraft (‘27 Cl.—100)............ 415.6 330.3 380.1 394.3 3 Liquor ('27 Cl.—100).............. 967.8 811.1 848.0 838.7 
7 Airlines (‘27 Cl.—100)............ 693.9 499.1 512.1 505.6 WU CeeRTINMR YS 552055 sec cacscsscsccscsencs 240.6 181.0 203.9 208.5 
F PNSONTIONNG 05 cocci dscscesunvne seasons 95.5 76.4 81.6 82.5 Dy CUE GHPCMOR oo ssccssisceacesess eae 128.6 101.0 113.0 109.4 
10 Automobile Accessories ........ 289.4 213.8 242.5 239.8 S Maa Prentin) oo. ...5s.cce50cs0cscs 101.7 78.7 84.9 84.0 
RO AUlOMOMHOS © 25 cs.ceeccocececaseseceee 49.4 39.0 42.3 41.8 10 Metals, Miscellaneous ........... 284.5 198.4 203.6 201.0 
3 Baking (’26 Cl.—100)............ 28.0 23.0 23.3 23.0Z ORI cas orice yi cateincesinciss 474.8 394.9 452.6 452.6 
3 Business Machines .................. 377.4 311.4 326.1 326.1 24 Petroleum sete rand tains 463.4 376.5 404.0 404.0 
2 Bus Lines (‘26 Cl.—100).......... 219.6 170.2 219.6 217.9 22 Public Utilities pratiiesieietes 194.4 173.8 192.5 192.5 
Gi Grerntcee 22 iidecegecsleccissss. 396.9 337.9 361.5 365.4 8 Radio & TV (‘27 Cl.—100).... 36.9 28.3 29.4 28.32. 
SEPM ooo sas atscess sss ooevis 15.4 10.0 10.1 10.0 8 Railroad Equipment .............. 64.1 49.1 S27 52.7 
4 Communications .................... 69.3 58.6 61.1 60.5 22 Railroads Fecacstcaliusiesed 53.2 41.8 43.8 43.3 
9 Construction 72.3 57.9 62.0 62.0 Rs MONI ooo 22g 2cexeucsceissncssteusicns 52.4 42.3 53.4 51.9 
7 Containers 519.4 456.9 485.7 490.5 3 Shipbuilding 299.6 228.7 285.9 288.2 
9 Copper & Brass. .......56.::..05:-. 175.4 125.3 145.6 144.1 3 Soft Drinks . 407.5 339.0 369.8 366.4 
2 Daity Produets:...:.:5...ss0c.s050. 99.6 82.3 98.6 99.6 11 Steel & Iron shi eeactosecune 151.4 122.8 135.7 135.7 
5 Department Stores ................ 63.2 55.3 55.3 57.1 3 Sugar 59.8 47.1 47.7 47.7 
5 Drugs & Toilet Articles............ 235.2 203.8 217.3 221.8 2 Sulphur .... 625.9 525.5 555.1 555.1 
2 Finance Companies ................ 410.0 341.8 398.8 398.8 5 Textiles 162.2 104.6 104.6 104.6 
D EOGe HROAS 5. cn cussecnenssscesses 200.4 185.0 188.8 188.8 3 Tires & Rubber ...................... 89.7 70.4 81.3 80.4 
PROBE (SROUOR aco ssus ever cscaezsioccsy 127.1 113.0 125.9 124.8 5 Tobacco Setesohida eae 105.2 90.8 92.6 90.8 
SPO RGENISTIEE  sccscisissiscctesscdostesets 79.2 59.6 64.1 63.3 2 Variety Stores ......................-. 319.5 291.8 294.9 294.9 
4 Gold Mining ..............ce 760.0 522.1 528.7 522.1Z 16 Unclassified (‘49 Cl.—100) ... 124.7 97.0 104.1 102.9 
Z—New Low for 1953. 
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Trend of Commodities 





The upward trend in commodity prices continued in the two 
weeks ending November 30 and the Dow-Jones Commodity 
Futures Index gained 1.73 points to close at 160.49, which 
compares with a low of 153.8 reached early in September. 
The strength in futures reflects the completion of harvesting 
and the fact that prices in many cases have been well below 
Government loan levels. Wheat bucked the trend of most com- 
modities in the two weeks under review and the May future 
lost 1 cent to close at 203%. The Commodity Credit Corpora- 
tion has announced that it would sell a limited quantity of 
wheat for export in addition to that moving under the Inter- 
national Wheat Agreement program and this affected senti- 
ment adversely. The drought which threatened next year’s 
crop has definitely been broken and crop conditions now 


may be described as good to excellent. May corn gained 
5% cents in the two weeks ending November 30 to close at 
160%. Farmers are placing surplus corn under the support 
program and an absence of selling pressure characterizes the 
market. The hog-corn ratio remains favorable for feeding and 
the recent rise in Argentine corn prices should stimulate export 
demand for our corn. Soybean futures again have been a 
trading feature and the May option gained 12 cents in the 
fortnight to close at 306%. Export demand has been good 
and a sharp rise in the price of the end products, namely 
soybean oil and meal have stimulated demand for the bean. 
Cotton has been pretty steady of late although the July future pe 
lost 13 points in the two weeks ending November 30. Exports no 
are slow but mill demand has improved somewhat. ol 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES bee 
Spot Market Prices—1947-1949, equals 100 vid 
as 
Date 2Wks. 3Mos. 1Yr. Dec. 6 Date 2Wks. 3Mos. 1/Yr. Dec. 6 foo 
Nov. 25 Ago Ago Ago 194) Nov. 25 Ago Ago Ago 194) ‘ins 
22 Commodity Index ......... Let) 88.1 86.9 89.9 91.4 53.0 5 Metals .... ; 90.1 89.2 95.7 107.8 54.6 

ETD asi cansancscsnsdvanncsicsessivn ; 94.7 93.2 95.7 85.8 46.1 4 Textiles .... ; : : 86.7 87.5 90.5 93.8 56.3 gre 
3 Row Industrial o.oo... 83.8 827 85.9 953 58.3 4 Fats & Oils . 69.5 68.1 63.2 583 55.6 208 
tur 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939-33.0 Dec. 6, 1941—85.0 

1953 1952 1951 1945 1941 1939 1938 1937 

High 162.2 181.2 215.4 111.7 88.9 67.9 57.7 86.6 

Low 147.9 160.0 176.4 98.6 58.2 48.9 47.3 54.6 
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Having plumbed the depths of the oceans and 
penetrated the farthest corners of the earth, man 
now turns his attention to exploring the vast reaches 
of the space around him. With the aid of a super- 
sensitive electronic device, called the “‘aerial electro- 
meter”, designed and developed by Minneapolis- 
Honeywell Regulator Co., scientists hope to probe 
the “terrestrial electrical field’, existing between the 
earth and the ionosphere which begins between 60 
and 80 miles above our planet, in order to understand 
the electric current of 1,800 amperes constantly flow- 
ing from that area toward the earth. This research 
project, carried on jointly with the Air Research and 
Development Command may, it is believed, have a 
direct bearing upon interplanetary flight and prove 
highly important to long-range communications. 
Carried aloft by large plastic, free-flying balloons, 
the instrument instantaneously radios to a ground 
recording station the electrical conductivity, air 
temperature, and air pressure. Upon reaching maxi- 
mum height, the balloon is mechanically broken and 
the apparatus parachuted to the ground, recording 
additional data in its descent. 


Industry long has recognized the awful economic 
waste to the nation as well as the individual because 
of injuries to workers by accidents that might have 
been avoided. Great strides have been made in pro- 
viding safeguards and educating industrial workers 
as to the sorrowful results of carelessness and plain 
foolishness in performing their work. Yet, the 
human element in accidents continues to be the 
greatest obstacle to the attainment of the ultimate 
goal—complete safety. The Yale & Towne Manufac- 
turing Co., provides another partial solution to the 
problem by introducing a new fork truck automatic 
braking device that features not only safety, but 
economy. This device is so designed that when the 
operator leaves his truck, the driver’s seat rises 
automatically, causing the parking brake to be ap- 


plied, thus preventing the truck from “running 


away”. In addition, a time delay relay permits the 
engine to idle for three minutes before automatically 
shutting it off. 


An interesting feature of North American Avia- 
tion’s new F-100 Sper Sabre jet fighter is the use of 
the new, heat-resisting metal, titanium, that is used 
extensively throughout the plane. Larger than most 
existing fighters, the F-100 is 45 feet long, 14 feet 
high, and has razor thin, 45 degree sweptwing with 
a span of 36 feet. It has a service ceiling above 
50,000 feet and a combat radius of more than 500 
nautical miles. Many of its features are the fruits 
of experience gained from the use of Sabre jets in 
the Korean air war. 
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Recording of television pictures on magnetic tape 
(first mentioned in the Nov. 14 issue of The Mag- 
azine of Wall Street) was publicly demonstrated for 
the first time 10 days ago by the Radio Corp. of 
America. This tape recording technique, capable of 
taking TV pictures in black-and-white and in color 
is considered by the company to have great possibil- 
ities for television broadcasting, for National de- 
fense, for motion pictures in theatres, for movies in 
the home, for industry and for general educational 
purposes. As pointed out by The Magazine in its 
original article, the process appears to be the first 
major step into an era of “electronic photography” 
requiring no photographic development or process- 
ing. The company states that “while this electronic 
video tape equipment is still in the development 
stage, the basic princples and principal elements of 
the system have been tested and confirmed.” 


Under its long established policy of pioneering in 

scientific methods to increase safety, efficiency and 
improve service, Pacifie Gas & Electrie Co., is using 
the marvel of television to assure smooth operation 
at its principal steam-operated electric generating 
plants. The system enables operators to observe, 
from their distant control room, the intricate steps 
by which a boiler is shifted from natural gas to fuel 
oil and vice versa. This TV system has many other 
advantages. It provides a continuous view of the 
burner operation under the control of top super- 
visory personnel, and can immediately show me- 
chanical or operational flaws, such as impure fuel oil 
or defects in burners. 
Shakespeare’s “sweet are the uses of adversity” 
might be aptly paraphrased “‘sweet are the uses of 
Bakelite”, Union Carbide & Carbon Corp.’s vinyl] 
resins that manufacturers are turning into all sorts 
of materials and products. A Philadelphia company 
is now turning out Bakelite vinyl-resin-base, easy-to- 
install material for covering counter tops, kitchen 
work tables, walls and other surfaces where resist- 
ance to abrasion, moisture, soaps, oils, greases, and 
to staining from foods and other products, is de- 
sired. Bakelite vinyl resins are also being used in 
the production of weather stripping, slide rules, 
luminous ceiling that banish glare and shadow 
and deaden sound, toys, display cartons, and a 
“thousand and one” other items for use in homes, 
institutions and industry. 


One of the banes of the railroads is the claims 
made upon them for damages to freight while in 
transit, due principally to shock to the lading while 
coupling cars at point of origin or in the classifica- 
tion yards. Southern Pacific Railroad, seeking a 
device for cushioning the (Please turn to page 349) 
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The Truth About Advantage 
of EPT Repeal 





(Continued from page 319) 


be less as the bracket decreased, 
and there would be no benefit for 
companies which have not been 
paying excess profits taxes. The 
latter would include the great 
bulk of corporations, since only 
about 10% have been paying 
EPT. 

Excess profits are based on a 
“credit” which in most cases is 
approximately 85% of the best 
three years’ earnings in 1946- 
1949. (There is an alternative 
method, based on invested capital 
but this is rarely used). Profits 
in excess of the credit for 1946- 
1949 are taxed at 82%. This par- 
ticular liability is limited to 18% 
of net income and the combined 
normal tax and EPT may not ex- 
ceed 70° of total net income. 

In instances where the maxi- 
mum of 70% in combined taxes 
is paid, pre-tax earnings could 
decline as much as 3714% and yet 
net income after taxes would be 
unchanged. Let us take an ex- 
ample. U. S. Steel Corporation 
will pay somewhere in the neigh- 
borhood of $425 million in federal 
taxes for 1953. This will reach the 
allowable limit of 70% combined 
taxes on the company’s pre-tax 
earnings of about $550 million. 
Of the $425 million in taxes, it is 
probable—and this is only a rough 
estimate as the company does not 
include EPT figures in its report 
—that the excess profits tax alone 
will have amounted to about $110 
million, or about $4.50 a share. 

Net earnings in 1953 will prob- 
ably amount to about $225 mil- 
lion. If the company’s pre-tax 
profits in 1954 were cut by 
3714%, or down to about $350 
million from the $550 million in 
1953, the savings of $110 million 
in EPT would leave 1954 net in- 
come at about $240 million or ap- 
proximately the same as in 1953. 
These figures, of course, cannot 
be quite accurate as they are 
based entirely on estimates which 
in the nature of things are sub- 
ject to considerable revision. 
Nevertheless, the relationship be- 
tween the end of EPT and earn- 
ings of a company in the maxi- 
mum EPT brackets, as in the case 
of U. S. Steel is substantially as 
given. In other words a 3714% 
decline in pre-tax earnings could 
occur in 1954 without affecting 
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net income of this company, as 
long as it had the benefit of the 
savings from the end of its EPT 
liability. Of course, if pre-tax 
earnings declined more than 
3714%, net income would be pro- 
portionately affected. 

Computations have been made 
showing that pre-tax earnings 
could drop 29% but no decline 
in net income would occur in the 
case of companies paying 66% 
combined taxes. If combined tax- 
es were 64%, net income would 
be unchanged if pre-tax earnings 
declined 25%, and in the case of 
companies paying 60% combined 
taxes, pre-tax earnings could 
drop about 17%. In a recent pub- 
lished report, it was stated that 
General Motors pre-tax earnings 
could decline by as much as 25% 
in 1954 without bringing about a 
reduction in 1954 net as compar- 
ed with 1953. 

In the accompanying table will 
be found comparisons of estimat- 
ed earnings and estimated EPT 
for a number of companies which 
are likely to encounter favorable 
conditions in 1953 which should 
produce earnings considerably 
above the average in a general 
period of adjustment. As this par- 
ticular group will be especially 
aided by the end of EPT, the table 
should be of considerable interest 
to investors. We have also added 
figures to show how far earnings 
would have to decline without af- 
fecting net income after taxes in 
1954. The estimates are purely 
suppositious but should offer a 
useful guide to the possibilities 
ahead. 





Food Processing Industry 





(Continued from page 322) 


General Mills is the major factor. 
Stress has been placed on pack- 
aged foods for several years, in- 
cluding breakfast cereals, cake 
mixes, flour specialties and simi- 
lar products. Formula feeds for 
poultry and animals account for 
a substantial portion of sales. 
Further diversification is pro- 
vided by a division manufactur- 
ing chemical and mechanical 
goods. Earnings improved in the 
fiscal year ended last May and 
conditions are regarded as prom- 
ising for continued progress this 
year. Net profit equal to $4.68 a 
share for 1953, compared with 
$3.94 in the previous year, pro- 
vided ample coverage for the in- 
dicated $2.50 annual] dividend, not 


including an extra of 50 cents a 
share. 

California Packing is regarded 
as the leading canner of fruits 
and vegetables. Other items in a 


diversitied line incluae coffee, 
fruit juices and canned fish, es- 
pecialiy salmon. Packing plants 
and canneries are owned together 
with several ranches for raising 
vegetables and fruits. Production 
of cans and printing of labels are 
being undertaken to achieve econ- 
omies. Although earnings have 
declined substantially from the 
prosperous 1950-51 fiscal year, 
with net profit dropping to $2.94 
a share for the fiscal year ended 
February 28, prospects are re- 
garded as favorable for the cur- 
rent period. Dividend distribu- 
tions indicate a $1.50 annual rate. 

For a company dependent in 
such large degree on an agricul- 
tural product, Corn Products Re- 
fining has been able to maintain 
a fair measure of stability in 
earning power. Dividends have 
held at a $3.60 annual rate for 
six years, which testifies to cap- 
able management. The company 
is the largest producer of dex- 
trose. Many types of starches and 
by-products of corn refining are 
made. About one-fifth of volume 
is distributed in packaged prod- 
ucts for retail sale. 

Libby, McNeill & Libby, al- 
though ranking well behind Gen- 
eral Foods and General Mills in 
sales, is one of the major canners 
and processes about the most di- 
versified line of any nationally 
known concern. Products include 
a wide variety of vegetables and 
fruits packed in cans as well as in 
frozen food containers and_ in 
glass. Earnings have fluctuated 
considerably, but have proved 
adequate to support a reasonably 
liberal dividend, currently on a 
60-cent annual rate not including 
extras. 





The Hemingway Reader 
By CHARLES POORE 


The need of a book which would give 
a cross-section of this distinguished 
writing career is apparent. Charles 
Poore has planned The Hemingway 
Reader for “the pleasures and rewards 
of reading.” The selections are arranged 
chronologically. Chosen for variety and 
balance, they represent, he says in his 
Foreword, “a body of work that has 
changed the course of storytelling and 
given new cadences to the languaye.”’ 
Among his selections Mr. Poore has in- 
cluded in its entirety The Torrents of 
Spring, an early Hemingway satirical 
novel now available in no other edition. 


Scribners $5.00 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subseription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Owens Illinois Glass Company 
“As a subscriber to your service, will 
you kindly advise on recent earnings of 
Owens Illinois Glass Company and the 
progress made in the company’s expan- 
sion program.” 
D. D., Stamford, Conn. 


Net earnings of Owen Illinois 
Glass Company in the 12 months 
ended September 30, 1953 
amounted to $16,810,919 or $5.50 
per share. 

This compared with earnings of 
$13,584,799 or $4.44 per share for 
the 12 months ended September 
30, 1952. 

Sales were $323,315,444 com- 
pared with $289,935,590 in the 
preceding 12 months. The provi- 
sion for Federal and other income 
taxes amounted to $21,379,366, or 
$6.99 per share compared with 
$22,009,254 or $7.20 per share, on 
the 3,056,874 common shares out- 
standing. 

The cost of sales and other oper- 
ating revenues amounted to $260,- 
679,172, they were up $28,323,091 
over the $232,356,080 for the 12 
months ended September 30, 1952. 

Even with the upward adjust- 
ments of many of the company’s 
prices since the first of the year, 
it was not possible to keep pace 
with the steadily mounting costs 
of labor and of some supplies and 
materials. While sales of glass 
containers and other products 
have been holding up well the com- 
pany has had considerable ex- 
pense in moving its Kaylo hy- 
drous calcium silicate production 
facilities from Sayreville, New 
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Jersey to Berlin, New Jersey and 
in equipping Sayreville as one of 
the nation’s most modern televi- 
sion bulb manufacturing centers. 
In the changeover considerable 
amounts of machinery had to be 
moved and some had to be 
scrapped. The full cycle of televi- 
sion bulb manufacturing should 
be underway by the end of the 
year. 

New glass tube manufacturing 
facilities added to the Vineland, 
New Jersey plant of the Kimble 
Glass Co., a subsidiary, will also 
be in operation by the end of 1953. 
With the additions the plant will 
be capable of increasing its pro- 
7 of glass tubing by about 
50%. 

Dividends declared for the cur- 
rent year totalled $4.00 per share, 
the same as paid in 1952. Pros- 
pects over coming months con- 
tinue favorable. 


Columbia Broadcasting System 


“In your previous review of Colum- 
bia Broadcasting System you mentioned 
the fact that the company has shown 
good growth over a period of years. 
Please submit recent operating reven- 
nes, net income, dividend payments and 
other pertinent data you have.” 

N. M., Augusta, Georgia 


Columbia Broadcasting System 
Inc. had the highest sales and 
earnings in its history for the 
nine month period ending Sep- 
tember 30, 1953. 

The company has recently de- 
clared a 40 cents per share, and a 
special dividend of 25 cents per 


share, on the class A and B stock, 
both payable on December 4, 1953 
to stockholders of record at the 
close of business on November 20, 
1953. This makes total payments 
on each of the stocks of $1.85 per 
share for the year. 

Sales for the nine month period 
totalled $223,109,649, represent- 
ing a 28% increase over the cor- 
responding period in 1952. Earn- 
ings before Federal taxes on in- 
come amounted to $14,961,343 
which represented a 58° increase 
over the corresponding period a 
year ago. A net profit after taxes 
of $5,661,343 represented a 49% 
increase over the same period of 
1952. 

Net earnings per share for the 
first nine months of 1953 were 
$2.42 per share as compared with 
$1.63 for the first nine months of 
1952. 

Third-quarter business also es- 
tablished a new high with sales of 
$71,855,969, or 23°% ahead of the 
previous year’s record high of 
$58,275,937. Net profit for the 
third quarter after taxes came to 
$1,657,966 which represented a 
73% increase over the profit for 
the corresponding period a year 
ago. 

The sales figures for both years 
refer to the products of Columbia 
Records Inc., manufacturers of 
records and phonographs; CBS- 
Hytron, manufacturers of radio 
and television tubes ; CBS-C some 
bia, producers of radio and tele- 
vision receivers; and to the sales 
of the two broadcasting divisions, 
CBS Television and CBS Radio. 


Food Machinery and Chemical 
Corporation 
“Please furnish recent earnings of 
Food Machinery & Chemical Corpora- 
tion and also give facts as to the per- 
centage of military production and 
also backlog of orders.” 
T. D., Dover, Delaware 
Food Machinery & Chemical 
Corporation reported billings of 
$174,446,941 and earnings, after 
taxes, of $8,713,186 for the first 
nine months of 1953. Billings and 
after-tax earnings for the same 
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period of 1952 were $171,294,094 
and $7,724,965 respectively. 

Quarterly billings for the three 
months period ended September 
30, 1953, were $54,575,781 com- 
pared with $54,526,928 for the 
corresponding 1952 - quarter, 
while quarterly earnings, after 
taxes, were $2,424,266 compared 
with $2,305,074 in the 1952 
period. 

Based on common stock out- 
standing, net income after pre- 
ferred dividends amounted to 
$2.77 per share for the nine 
months and 76 cents per share for 
the quarter compared with $2.45 
and 72 cents respectively for the 
corresponding periods last year. 

Military production for the 
Armed Services represented only 
about 20° of the company’s total 
volume for the nine months. For 
the same period last year, it ac- 
counted for approximately 30%. 
A portion of the decrease in mili- 
tary volume was caused by a 
strike during July and August at 
the company’s Riverside, Califor- 
nia plant, causing prolonged work 
stoppage on defense production. 

Backlog of unfilled orders both 
for normal lines and military pro- 
ducts on September 30, 1953, 
totalled $93,267,000, representing 
an increase of $9,212,000 over the 
same date in 1952. 

Another factor, which has lim- 
ited billings of military products 
is the current production transi- 
tion now in process for produc- 
tion of a new model Infantry ve- 
hicle. The new vehicle, designed 
by the company and designated as 
the T-59 personnel carrier, will 
replace the company’s production 
of the T-18 vehicle which is pres- 
ently being built. 

Dividends at 50 cents quarterly 
have been paid this year, the same 
as was paid in 1952. 


Northrop Aircraft, Inc. 

“Please report backlog of Northrop 
Aircraft at the end of its latest fiscal 
year, also net revenues and sales and 
working capital position.” 

". C., Sacramento, California 

Northrop Aircraft Inc., ended 
the 1953 fiscal year with a backlog 
of $508 million, the highest year- 
end backlog of its history, and 
now is negotiating for additional 
contracts amounting to approxi- 
mately $167 million. 

Consolidated sales and other in- 
come of Northrop and its wholly- 
owned subsidiary, the Radioplane 
Company, totalled $184,230,018 
for the fiscal year ended July 31, 
1953. Sales in this period were the 
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second highest in the company’s 
history. For the 1952 fiscal year, 
sales and other income of North- 
rop alone were $187,456,926. 

Consolidated net profit for the 
12 months ended July 31, 1953, 
after provision for Federal] in- 
come and excess profit taxes, was 
$3,360,516, equal to $5.23 per 
share on the 642,092 shares of 
common stock outstanding. This 
net income included a tax credit 
of $1,022,157 relating to prior 
years. Estimated Federal income 
and excess profit taxes for the 
year amounted to $4,615,000 or 
$7.19 per share. 

Consolidated net profit for the 
1952 fiscal year, including only 20 
days of operations of Northrop’s 
subsidiary, the Radioplane Com- 
pany, was $2,420,605, or $4.22 per 
share on the 574,039 shares out- 
standing on July 31, 1952. 

The gradual change of some 
production activities from cost- 
plus-fixed-fee contracts to fixed- 
price contracts with price rede- 
termination provisions was 
chiefly responsible for the de- 
crease in 1953 sales. The presi- 
dent of the company pointed out 
that under fixed-price contracts, 
expenditures are carried in inven- 
tories and sales or profits are not 
recorded, or inventories reduced, 
until products are delivered. Un- 
der cost-plus fixed-fee contracts, 
with the fee earned, are recorded 
expenditures incurred, together 
in sales as the work progresses. 

The consolidated working capi- 
tal at July 31, 1953 was $8,650,- 
336, an increase of $666,770 over 
the $7,983,566 at July 31, 1952. 
Book value per share of North- 
rop’s capital stock at the close of 
the 1953 fiscal year was $19.36 on 
the 642,092 shares outstanding. 
On July 31% 1952, the book value 
was $16.65 per share on the 574,- 
039 shares then outstanding. 

A good level of production was 
achieved in fiscal 1953 on the com- 
pany’s major product, the Scor- 
pion F-89 all-weather intercepter. 
A program to modify previously 
produced F-89s is now virtually 
completed and the new rocket- 
armed Scorpions are being pro- 
duced in quantity for service at 
air defense bases. 

Looking to the year ahead, the 
president said “‘since our rocket- 
armed intercepter and our guided 
missiles are important tools for 
national defense, we anticipate no 
significant curtailment in current 
production schedules. A year of 
active operations appears in 
prospect.” 


Dividends at 25 cents quarterly 
are currently being paid. 


General Acceptance Corporation 
“I have been a subscriber to your 
valued publication for the past 10 years 
and rarely take advantage of your Per- 
sonal Consultation Service. However, as 
General Acceptance Corporation has re- 
cently issued a very large bond issue 
and I have become interested in the 
company I would be pleased to receive 
recent earnings statement, expansion 
program and outlook for the company.” 
A. T., Los Angeles, California 
General Acceptance Corpora- 
tion reported improvement in op- 
erations during the three months 
ended September 30, 1953 and 
this reversed the decline register- 
ed in the second quarter of the 
present year. As a result, earn- 
ings for the first nine months of 
1953 were relatively unchanged 
from the net income reported in 
the same period of last year. 

Net income after taxes for the 
first nine months of 1953 were 
$795,825 as compared with $827,- 
989. These earnings were equiva- 
lent to 82 cents per common share 
and 86 cents respectively, after 
preferred dividends and adjusted 
to the 871,841 common shares out- 
standing on September 30, 1953. 
(Based on the 807,497 common 
shares outstanding on September 
30, 1952, net income per common 
share was 93 cents in the first 
nine months of 1952. Conversions 
of the company’s convertible de- 
bentures into common stock ac- 
count for the increase in common 
shares presently outstanding.) 

Volume in the first nine months 
was $54,202,847 as against $65,- 
871,626 reported in the corre- 
sponding period of 1952. 

Net income before taxes for the 
nine month period was $1,422,053 
and compared with $1,769,864 for 
the same months of 1952. Federal 
and State taxes totalled $626,228 
as against $941,875 for the like 
period of 1952. 

The company’s expansion pro- 
gram continues. In October, the 
company acquired 100% of the 
common stock of the Universal 
Finance Corporation of Omaha, 
Nebraska. This purchase adds ten 
offices to company’s operations. 
Five of the new offices are in 
Nebraska-Omaha, Lincoln, Fre- 
mont, Central City and Broken 
Bow. Four offices are in Kansas- 
Wichita, Hutchinson, Emporia 
and Great Bend. The Iowa office 
is in Mason City. 

The purchase of Universal Fi- 
nance is particularly important as 
it advantageously broadens the 


(Please turn to page 352) 
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The Philippines Under a 
Pro-American Government 








(Continued from page 317) 


pearl buttons — are free of duty 
but subject to quotas until July 4, 
1954. Following July 4, 1954 until 
June 3, 1974, the duty on sugar, 
cordage, and rice is to be increas- 
ed 5 per cent yearly within the 
scope of the quotas. The duty-free 
guotas on cigars, tobacco, coconut 
oil, and pearl buttons are to de- 
cline yearly, with exports outside 
of the quotas being subject to the 
lowest U. S. tariff accorded any 
nation. The trade agreement also 
provides that (1) until 1974 
Americans will be given equal 
rights with Filipinos in the devel- 
opment of natural resources; (2) 
the value of Philippine currency 
in relation to the U. S. dollar shall 
not be changed, (3) the converti- 
bility of pesos into dollars shall 
1ot be suspended, and (4) restric- 
tions shall not be imposed on the 
transfer of funds from the Phil- 
ippines to the United States ex- 
cept by agreement with the Presi- 
dent of the United States. 

The Filipinos argue that pro- 
gress toward economic independ- 
ence has been altogether too slow. 
They point out that the United 
States in 1952 still bought some 
67 per cent of Philippine exports 
and in turn provided some 72 per 
cent of the Island’s imports. 
Hence, in Philippine opinion, the 
provision calling for the 5 per 
cent increase in tariffs, or the 5 
per cent decline in quotas, should 
be suspended for a few more 
years, or the 1946 Trade Act 
should be thoroughly revised. The 
Filipinos are also in favor of end- 
ing the parity clause which gives 
Americans equal rights in the 
matter of landownership and dis- 
satisfied with the provision that 
no change may take place in the 
dollar-peso relationship. 

The Philippine argument is 
that the export industries have by 
now been rehabilitated with pro- 
duction as high or higher than be- 
fore the war (see table). The 
time has come to concentrate on 
the creation of a more diversified 
economy. Instead of having all 
trade with the United States free, 
a “selective free trade” is pro- 
posed—one limited to a few cate- 
gories of commodities both ways. 
On that basis the Islands would 
continue to export to the United 

(Please turn to page 342) 
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How good are 
Common Stocks? 


A startling study by 
the Bureau of Business Research, 
University of Michigan 


How would you go about making 12!'2% compound 
interest on your money? 


If this possibility shocks you as much as it did 
veteran Wall Street analysts, then you should read the 
November issue of THE EXCHANGE Magazine, 
reporting the essential facts of a two-year study just 
released by the Bureau of Business Research of the 
University of Michigan. 


In this issue, you will read what would have hap- 
pened with $1,000 automatically invested yearly in 
each of an arbitrary list of 92 stocks, good, bad and 
indifferent. We’ll be much surprised if this isn’t the 
most debated financial article of the year. 


You'll find this and nine other thoughtful articles in 
the magazine “THE EXCHANGE,” official magazine 
of the New York Stock Exchange. 





12 issues for $1 





EXCHANGE 





This pocket magazine is not sold 
on newsstands —so enclose a dol- 
lar bill or check with the coupon 
below for a year’s subscription. 






nce 
cu excHAs 
one STO 
guew’ 


TH 
pusiisHeD &Y 


THE EXCHANGE Magazine, Dept. M 
20 Broad Street, New York 5, N.Y. 


Enclosed is $1.00 (check, cash, money order). 


Name 
Bae = ee 


5 eT 








Send me the next 12 issues of THE EXCHANGE. 


__State—___ 














The Philippines Under a 
Pro-American Government 





(Continued from page 341) 


States the old products but sub- 
ject to no quotas. At the same 
time the imports of capital goods 
from the United States would be 
kept free of duty, but consump- 
tion goods would pay a tariff. All 
this, it is argued, would help the 
Islands transform themselves 
from a colonial to a more diversi- 
fied economy. 

In American opinion the Phil- 
ippines would like to have their 


cake and eat it too. The removal 
of quotas on Philippine sugar im- 
ports and the extension of prefer- 
ential treatment would be re- 
sented by domestic and Cuban 
sugar interests. Besides, in Amer- 
ican opinion, it is not so certain 
that the Islands will be able to 
build up their industries in view 
of the growing competition of 
Japanese products. However, the 
problem of American-Philippine 
trade relations is something that 
we shall hear more about in 1954. 
It will be one of the first tasks of 
President-elect Magsaygay to for- 
mulate Philippine policy on the 
subject. 




















This is neither an offer to sell nor a solicitation of offers to buy any of these 
securities. The offer is made only by the Prospectus. 


180,000 American Shares 


A. K.U. 


ALGEMENE KUNSTZIJDE UNIE N. V. 


A Netherlands Corporation 


(United Rayon Manufacturing Corporation) 


AMERICAN DEPOSITARY RECEIPTS FOR AMERICAN SHARES 


representing Ordinary Shares of Algemene Kunstzijde Unie N. V. at the | 


rate of 20 American Shares for each Ordinary Share of Hfl. 1,000 par value 
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December 3, 1953 
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in those States in which the undersigned may legally offer these 
Securities in compliance with the securities laws of the respective States. 
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The Business Analyst 





(Continued from page 332) 


In this new middle income bracket 
group, the luxuries of former times have 
become symbolic of the new way of life. 
In all probability, the purchase of these 
will be among the last to be curtailed. 
American industry, pointing its sights to 
furthering the expansion of this market 
directly in the face of increasing signs 
of general business slowdown, is show- 
ing a policy of shrewd acumen. 

Admittedly, there is a certain amount 
of gamble being taken by industry in 
endeavoring to sail against the wind. 
But, it is the kind of gamble that is likely 
to pay off and prevent a minor business 
recession from developing into a serious 
business setback. 





Can General Telephone 
Continue Its Growth? 





(Continued from page 329) 


during 1952, to handle 10% more 
toll calls as compared with 1951, 
and more calls were completed on 
an operator toll dialing basis, 
permitting one operator to com- 
plete a call without assistance. 

To finance expansion and im- 
provement, System subsidiary 
companies have sold various is- 
sues of first mortgage bonds and 
debentures, as well as some pre- 
ferred stock, while the parent 
company has increased its out- 
standing common stock in ac- 
quiring additional independent 
telephone companies or for the 
purpose of financing purchase of 
subsidiaries common _ stock, to 
make temporary loans to them, 
and to acquire additional tele- 
phone properties. Part of the 
activity along these lines during 
the current year was the issuance 
of an additional 300,000 shares of 
common in March and another 
block of the same amount in Au- 
gust, the effects of which are not 
fully reflected in the earnings re- 
port for the 10 months to October 
31, last. 

In other words, this new finan- 
cing for expansion and improve- 
ment has a temporary effect of 
diluting earnings for the common 
stock. Nevertheless the trend to 
higher common share net is read- 
ily discernible. In the first 10 
months of this year net was equal 
to $3.27 a share, as compared 
with $2.52 for the corresponding 
months of 1952, on the basis of 
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average amount of common stock 
outstanding at the end of period. 
In the face of this showing, it 
would be reasonable to expect 
consolidated income of General 
Telephone to approximate $4.00 
a share for the full year, as com- 
pared to $3.15 a share for 1952 
when there were approximately 
978,000 less shares of common 
stock outstanding, 

This showing is without the full 
benefit of telephone rate increases 
granted the System companies 
during 1953, or the increased rev- 
enues to be realized from the ad- 
justment in toll compensation on 
business interchanged between the 
telephone subsidiaries and those 
making up, in part, the Bell Sys- 
tem. For the 10 months of this 
year, eight subsidiaries of the Bell 
network have paid to the General 
System additional toll revenues of 
$1,617,000 as a result of the re- 
allocation of toll revenues retro- 
active to January 1, 1953. 

On the basis of estimated 1953 
traffic and telephones in service 
it is estimated that the Pacific 
Telephone & Telegraph Co., will 
pay General Telephone of Cali- 
fornia, the largest operating com- 
pany of the General Telephone 
System, approximately $3,260,000 
in additional toll revenues. It is 
also anticipated that as a result of 
the new agreement, other’phone 
companies in the General Tele- 
phone System covered by a sepa- 
rate agreement from that involv- 
ing General Telephone of Califor- 
nia, will benefit to the extent of ap- 
proximately $2.5 million to $3.3 
million on an annual basis. These 
payments, too, once they have 
been determined will be retroac- 
tive to January 1, of this year. 

The present strong earning 
power of the System, and the 
favorable immediate outlook pro- 
vides a base for the expectation 
that the common stock of the com- 
pany will again be in line for in- 
creased quarterly dividends. Dis- 
tributions on the stock have been 
made in each of the last 18 years, 
the amount of payment progres- 
sively increasing from $1.25 a 
share in 1939 to $2.00 a share be- 
ginning with 1947, with this rate 
being maintained in each subse- 
quent year until the first quarter 
of 1953 when payment was once 
more increased to $2.20 a share 
annually, 

In addition to its comparatively 
wide network of telephone facili- 
ties furnishing local and long 
distance telephone service without 
competition through more than 
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Diltz Mitchell 


came to stay 


Diltz Mitchell was eighteen when he came to work for Armco. That was 
in 1903, when the company had only one twenty-five-ton furnace. 


Recently retired, Diltz received his fifty-year Armco Service pin 
this year. There have been a lot of changes in those fifty years. Today, 
for example, Armco is producing steel at the rate of nearly five million 


tons a year. 


But one thing hasn’t changed. 


And that is the way so many men 


and women make their careers at Armco. 


Today, 2978 Armco “‘veterans’ 


’ have more than twenty-five years’ 


service. And every month sees the names of more Armco men and 


women added to the list. 


These records reflect the attitudes of the people who have made 


them. Pride in their job, their company and the special steels they 
make ... a sense of security . . . opportunities to move ahead .. . these 
are a few of the things that make a man want to stay with a company. 
And these attitudes are no small part of the strength of Armco—now 
and in the years to come. 





ARMCO STEEL CORPORATION AMC? 


MIDDLETOWN, OHIO + THE ARMCO INTERNATIONAL 





1,080 exchanges in 19 states, its 
subsidiary, the Leich Electric Co., 
is an important manufacturing 
unit. It produces telephone instru- 
ments, telephone switchboard 
equipment, and other products 
for the use of both the System’s 
companies and other independent 
telephone companies. These oper- 
ations are supplemented by the 
Leich Sales Corp., a wholly-owned 
subsidiary of Leich Electric, that 
acts as the sole distributor of the 
parent company’s output and aug- 
ments its operations by also sup- 
plying the System telephone com- 
panies and others with a complete 
line of construction and mainte- 


CORPORATION, WORLD-WIDE 


Vv 


nance materials and supplies. 
Rounding out the System’s 
operations is the General Tele- 
phone Directory Co., the corpora- 
tion’s wholly-owned subsidiary 
that furnishes complete telephone 
directory service for System com- 
panies and other telephone com- 
panies. It operates in 27 states 
and the Territory of Alaska, and 
only recently completed a new 
printing plant at Des Moines, 
Iowa, better to serve the company 
East and mid-West customers. 
This new plant is but one of the 
developments in the expansion of 
over-all operations. At the Genoa, 

(Please turn to page 344) 
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Can General Telephone 
Continue It’s Growth 





(Continued from page 343) 


Illinois, manufacturing plant of 
the Leich Electric Co., an increase 
in manufacturing and assembly 
facilities will enable this manu- 
facturing subsidiary to increase 
dollar value of production there 
by 100% within the next 18 
months. This, undoubtedly, is al- 
ready proving a necessary step to 
keep pace with increasing demand 
for telephone service in the areas 
served, particularly in the terri- 
tory of the General Telephone Co., 
of California, where the growth 
in population and industrial ac- 
tivity is in a particularly fast 
upbeat. 

Recent market action of the 
common stock reflects this growth 
outlook. The all-time high for the 
issue was set in 1946 at 4914, 
when earnings were $3.08 a share 
and annual dividend amounted to 
$1.60 a share to yield 3.2%. 
Caught by rising costs without 
the benefit of off-setting rate in- 
creases net income in the three 
subsequent years fell to between 
$2.14 and $2.39 a share, the price 
of which, in 1948, dropped to a 
low of 225%. Since then, net in- 
come has gradually climbed to a 
new high in 1952 of $3.15 a share, 
with every indication that higher 
rates in effect since and subse- 
quent to last year, together with 
adjusted toll revenues will pull 
1953 net up to $4.00 a share or 
better. Consequently, the stock 
has been showing consistent 
strength, recent action carrying 
the shares from 1953 low of 3434. 
to current high of 4314. At this 
price the yield, based on the cur- 
rent $2.20 a share annual divi- 
dend, amounts to 5.1%. 





How Safe Are... 
High Yield Stocks 





(Continued from page 309) 


BUFFALO FORGE: Main prod- 
ucts are ventilating, heating and 
air conditioning equipment. Com- 
pany also makes various machin- 
ery items, which are cyclical in 
character. With a fairly strong 
financial position, continuation of 
the $4.00 dividend over the near- 
term appears a reasonable expec- 
tation. 
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BUTTE COPPER & ZINC: Com- 
pany’s output, now entirely man- 
ganese ore, is produced by Ana- 
conda Copper under joint profit 
agreement. Normally, foreign 
ore dominates the market. With 
continued Government purchases 
of manganese, immediate earn- 
ings outlook is favorable and divi- 
dend maintenance thus indicated. 


CENTURY RIBBON MILLS: 
Company manufactures mostly 
plain staple ribbons. Its business 
is subject to sharp cyclical swings 
of the textile industry. Until fi- 
nancial position improves and 
current operations become profit- 
able, continuation of dividends 
cannot be assured. 


CHRYSLER: Third largest auto 
manufacturer. Lower profit mar- 
gin in 1953. Competition increas- 
ing in industry with prospects 
that this will continue next year. 
Company, however, making 
strenuous effort to improve posi- 
tion through new styling of cars. 
While dividend coverage is nar- 
rowing and margin for $6 divi- 
dend not too substantial, com- 
pany’s strong financial position 
may permit continuance for some 
time further. 


COLLINS & AIKMAN: This 
leading manufacturer of uphol- 
stery fabrics serves both the auto- 
mobile and furniture’ industries. 
Competitive factors, including 
synthetic substitutes, have pro- 
duced wide fluctuations in earn- 
ing power. Financial position is 
only fair. While non-recurring 
losses contributed to recent defi- 
cit, dividend rate cannot be view- 
ed as secure. 


COOPER - BESSEMER: Com- 
pany manufactures gas and diesel 
engines, compressors and pumps. 
Continued good demand from the 
oil industry is indicated. Working 
capital position has been im- 
proved. Moderately lower earn- 
ings still provide considerable 
dividend coverage. 


DOUGLAS AIRCRAFT: This im- 
portant producer of military and 
commercial planes, as in the case 
of other manufacturers of air- 
craft, is heavily dependent on 
Government business. Despite re- 
cent cutbacks, unfilled orders 
point to a continued level of out- 
put. Recent profit margins have 
been maintained. Earnings are 
substantially in excess of divi- 
dends. And end of EPT will help. 
EVERSHARP: Company pro- 
duces fountain pens and mechani- 


cal pencils, as well as safety ra- 
zors and blades. Both fields are 


highly competitive, particularly 
razor blades, and earnings fluctu- 
ate periodically. While finances 
are strong, dividend coverage is 
conjectural. 

FELT & TARRANT: Relatively 
small unit in industry, manufac- 
turing well-known ‘“Comptom- 
eter”  adding-calculating  ma- 
chines. Company not immune to 
keen competition in field. Lower 
level of earning power reached 
last year likely to continue. In 
spite of strong financial position, 
maintenance of 80¢ dividend not 
assured. 


GREAT WESTERN SUGAR: 
Company is largest domestic beet 
sugar producer. While the indus- 
try is speculative and subject to 
recurring over-production, beet 
sugar receives certain political 
protection. With prices well main- 
tained, moderate earnings im- 
provement is indicated over near- 
term. This suggests continuation 
of current dividend rate. 
HAYES MANUFACTURING: 
Although company makes other 
products, basic business is stamp- 
ing automobile parts. Earnings 
record has been erratic. Notwith- 
standing good financial position, 
profits do not appear to provide 
protection for dividends at cur- 
rent rate and thus there is no firm 
assurance of their continuation. 
HOLLAND FURNACE: The 
sharp decline in profit margins is 
narrowing the difference between 
earnings and dividends to an un- 
comfortable extent. Industry is 
highly competitive and_ while 
some improvement is due, the 
prospects are that there will be no 
material change to greatly 
strengthen dividend prospects. 
The $1 dividend is being barely 
earned. 

INLAND STEEEL: With earn- 
ings for the first nine months of 
1953 far in excess of the full 
year’s indicated dividend, the rate 
looks quite secure. The yield level 
for this stock is on about a par 
with other steel stocks of similar 
good quality. The end of EPT 
should help to maintain earnings 
even if steel operations should de- 
cline moderately. 


ISLAND CREEK COAL: Divi- 
dends have already been reduced 
from 50 cents to 3714 cents quar- 
terly, reflecting reduced demand 
for coal at lower prices. This com- 
pany is among the lowest-cost 
producers and in a better com- 
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petitive position than most. How- 
ever, prolongation of troubles in 
the coal industry could conceiv- 
ably force another cut in the rate 
of payment. 


KENNECOTT COPPER: Consid- 
ering the increasing problems for 
the copper producers, earnings for 
this company have held up re- 
markably well. Furthermore, 
even in the event of a decline in 
demand next year, the end of EPT 
would have considerable cushion- 
ing effects on earnings. Consid- 
ering the strong financial position 
of the company, the dividend 
‘ould be maintained. 


LIQUID CARBONIC: Elmina- 
ion of the unprofitable soda- 
fountain equipment business 
should aid in restoring a better 
balance in operations. In the 
meantime, it appears that the divi- 
lend is barely being earned. Un- 
der the circumstances, it cannot 
be considered secure though the 
‘company is financially strong 
enough to maintain a lower rate 
more in harmony with actual 
earnings. 


MERGENTHALER LINOTYPE: 
Owing to a decline in military or- 
ders and in income from foreign 
sources in 1953 fiscal year ended 
September (annual report not yet 
issued) a substantially smaller in- 
come is indicated as compared 
with the year previous. While the 
margin between earnings and 
dividends is declining, the com- 
panys strong financial position 
can permit continuance of the rate 
until improvement in the volume 
of business appears. Nevertheless, 
some uncertainty regarding the 
present rate seems logical owing 
existing circumstances. 


NATIONAL DEPT. STORES: 
The margin of profit has been 
tending downward. In the mean- 
time, the company is engaged in 
improving its position through 
more economic operations. The 
dividend seems excessive in view 
of the comparatively low rate of 
earnings but a smaller rate more 
in line with earnings could prob- 
ably be maintained without diffi- 
culty. 


PHELPS DODGE: Earnings have 
been well in excess of dividend re- 
quirements and the present rate 
could be maintained even if sales 
should decline moderately next 
year, in view of the fact that the 
company is one of the low-cost 
producers. Fnancial position is 
(Please turn to page 346) 
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CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company on November 
20, 1953 declared a quarterly dividend of one dollar ($1.00) per 
share on its $10 par value Common stock. The board also de- 
clared a year-end dividend of one dollar ($1.00) per share on 
such stock. Both dividends are payable December 14, 1953 to 
stockholders of record at the close of business November 30, 1953. 


ERLE G. CHRISTIAN, Secretary 























RICHFIELD 
Atvidend notice 


The Board of Directors, at a meeting held November 17, 
1953, declared a regular quarterly dividend of 75 cents 
per share for the fourth quarter of the calendar vear 1953 
and a special dividend of 50 cents per share on stock of 
this Corporation, both payable December 15, 1953, to 
stockholders ol record at the close of business November 


y ¢ ge 
30, 1953. 
Cleve B. Bonner, Secretary 


RICHFIELD 


OW Corporation 


Executive Offices: 555 South Flower Street, Los Angeles 17, California 

















CANADA 
DRY 


3 rexrizes | 3 
= Zz = 
PLASTICS. eg 


CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 





The following dividends 

have been declared by the 

Board of Directors: 
Preferred Stock 

A regular quarterly dividend 

of $1.0625 per share on the 


HE. Board of Directors has this day 
. declared the following dividends 


1%% PREFERRED STOCK,SERIES A 


$4.25 Cumulative Preferred The regular quarter.y dividend for 
Stock, payable January 1, the current quarter of $1.12!2 per 
1954 to stockholders of rec- share, payé able January 1, 1954, to 

holde -s of record at the close of busi 


ord at the close of business 
on December 7, 1953. 


Common Stock 


s December 4. 1953 
7% SECOND PREFERRED STOCK 


A quarterly dividend of The regular quarterly aividend to 
$0.15 per share on the Com- the cmnmeiia iarter of $1.7 ponies Mee 
mon Stock, payable January payable January 1, 1954, to holders ? 
1, 1954 to stockholders of of record at the close of business 


DIVIDEND NOTICE | | 
i 
3 


record at the close of busi- December 4. 1953 
ness on December 7, 1953. 
Transfer books will not be 


. Poe 25 cents per share payable December 
closed. Checks will be £2: m8 1953- idee poasnne reed 
mailed. : 22, 53, to holders of record at the 


lose of business December 4, 1953. 
R. O. GILBERT 


Secretary 


COMMON STOCK 


M. J. WILLIAMS 
Vice-President & Secretary 


November 24, 1953. 
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excellent offering an additional 
bulwark to dividends. 


QUAKER STATE OIL: Neither 
last years nor prospective earn- 
ings for this year are in excess of 
the current annual dividend rate 
of $2 a share. The company, en- 
gaged in marketing and refining 
of Pennsylvania crude, has been 
experiencing declines in sales and 
inventories have increased. Con- 
tinuation of the trend would make 
the position of the current divi- 
Aend rate uncertain. 


RONSON ART METAL: This 
eompany has suffered the brunt 
of intense competition from 
abroad, particularly Japan which 
has been flooding the American 
market with cheap lighters. The 
company is aggressive in its pro- 
motion and well managed, but if 
recent deficits are continued, the 
present rate of dividends would 
be jeopardized. 


ROYAL TYPEWRITER: Fourth 
largest typewriter manufacturer. 
Competition is intensifying, profit 
margins are narrowing, but pres- 
ent 3714¢ quarterly dividend 
should be maintained. Outlook 
over coming months does not in- 
dicate any material change. Busi- 
ness is cyclical. The stock is specu- 
lative. 

ST. JOSEPH LEAD: Company 
operates low-cost lead and zinc 
mines. Accounts for about one- 
third output of domestic lead 
mines. Domestic mine and smelter 
facilities will be greatly expanded 
in 1954. Lower prices for metal 
and smaller demand indicate mod- 
erately lower earnings this year 
and over coming months. Reduced 
50¢ quarterly expected to con- 
tinue. Has interests in promising 
mining and oil developments. 


SCHENLEY INDUSTRIES: 
Management is capable and pro- 
gressive. Earnings have declined 
sharply in line with industry. 
Dividend of $2 was not covered 
in last fiscal year. Some improve- 
ment in earnings expected, finan- 
cial position is strong and this 
may permit continuance of pres- 
ent dividend, but this cannot be 
considered assured. 

SEAGRAVE CORP.: Makes com- 
plete line of motorized fire fight- 
ing apparatus. Announced in re- 
cent months development of a new 
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method of smothering oil field and 
refinery fires. Earnings declined 
sharply this year. Dividend cover- 
age is narrow; stock is highly 
speculative. 


SYMINGTON-GOULD: Some di- 
versification has been achieved by 
enlarging investments in the gas- 
oline pump business. Backlogs of 
railway equipment and defense 
orders. declining. Semi-annual 
dividends of 25¢ may continue but 
prewar record has been unimpres- 
sive and longer-term outlook not 
particularly promising. Stock is 
highly speculative. 

WALDORF SYSTEM: This res- 
taurant chain has a good record 
in its field. Earnings currently are 
approximating last years figures. 
Dividend coverage is narrow but 
present $1 annual rate may be 
maintained. However, as_ profit 
margins are under increased com- 
petitive pressures, present high 
dividend rate is not secure. 


WEST VIRGINIA COAL & 
COKE: Operates a group of six 
bituminous coal mines. Earnings 
in first nine months of 1953 
showed moderate increase and 
are expected to be maintained 
over coming months. Industry 
outlook is unfavorable as compe- 
tition from other fuels increases 
and labor difficulties are tradi- 
tional. Companys high-grade met- 
allurgical product a favorable 
factor. Present dividend should 
continue for a while longer. 


WESTINGHOUSE AIR 
BRAKE: Earnings expected to 
show a small decline this year 
over 1952 results. Operations 
have been diversified by entry 
into automotive and road-ma- 
chinery fields. Railway equipment 
demand expected to be smaller in 
1954. Present regular 40¢ quar- 
terly dividend rate can be main- 
tained. 


YOUNGSTOWN STEEL DOOR: 
Earnings in 1953 expected to 
hold close to last year’s net. 
Elimination of EPT will be a 
helpful factor but order backlog 
appears declining. The recently 
reduced 25¢ quarterly dividend 
may continue. The shares are 
highly speculative. 

(Please Note: At this writing, 
Amer. Shipbuilding and Cooper, 
Bessemer have not had their usual 
dividend meetings.) 





IN THE NEXT ISSUE 
A Special Review of Industrial and 
Company Developments in Atomic 
Energy. 














Earnings-Dividend Outlook 
for Chain Store Stocks 





(Continued from page 328) 


million for the 10 months to Oct. 
31, 1953. This showing reflects in- 
creased competition from the 
other chains, and is disappoint- 
ing in view of its extensive ex- 
pansion program involving mod- 
ernization as well as opening of a 
number of new stores last year 
and this. Earnings for 1953 are 
estimated at $3.35 a share, ample 
to cover $2.50 a share annual divi- 
dend requirements. 


General Merchandise Chains 


Again as in recent previous 
years, J. C. Penney & Co. appears 
to be well on the way toward 
establishing new records in sales 
volume, with per share earnings 
close to $4.80 against $4.52 for 
1952. This is after allowing ap- 
proximately 90 cents a share in 
1953 EPT. Sales in the 10 months 
to Oct. 31, last, amounting to 
$833.4 million showed a gain of 
$32.5 million over the same 
months of last year, an increase 
of 4.4%. The company, always 
liberal as to dividend payouts, is 
currently distributing dividends 
at the rate of $3.50 a share an- 
nually. As of June 30, last, cur- 
rent assets, including $51 million 
in cash, totaled $274.4 million, 
against current liabilities of 
$105.3 million, a ratio of better 
than 2.5-to-one. 

A comparison of Federated De- 
partment Stores, one of the na- 
tion’s largest retailing groups, on 
a first ten months’ basis is not 
feasible in the absence of official 
figures. For the 52 weeks ended 
Oct. 31, however, sales amounted 
to $469.1 million against $433.9 
million in the 1952 period, repre- 
senting a gain of 8.1%. Net 
profits equal to $3.46 a share, 
compare with $4.12 a share for 
the corresponding weeks of last 
year. Operations in the October 
month and those immediately pre- 
ceding were affected by unsea- 
sonal weather, but November 
business indicated the trend had 
again resumed an upward course 
and it estimated that the company 
will close out its fiscal year end- 
ing next January with new high 
record sales, and show per share 
earnings of close to $3.85 a share, 
again providing a comfortable 
margin for the annual dividend 
rate of $2.50 a share. 
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Interstate Department Stores 
sales volume has been static for 
the past five years. Its peak of 
$66.8 million was reached in 1949, 
declining in subsequent years to 
$64.7 million in 1952-53, with in- 
dications that the current year 
ending January 31, next, will 
show little change inasmuch as 
sales for the 10 months to October 
31, last, were up by only one-half 
of one per cent. Apparently the 
company has achieved better con- 
trol of costs and is likely, accord- 
ing to conservative estimates, to 
realize net for the current year of 
about $4 a share, as compared 
with $3.87 a share last year. The 
current $2.50 a share annual divi- 
dend has been paid in each of the 
last three years, having been in- 
creased from $2 a-share paid 
regularly in the four previous 
years. 


Grocery Chains 


Except for Kroger Co., practi- 
cally all the grocery chains con- 
tinue to show substantial gains in 
volume for the first 10 months of 
1953, with National Tea leading 
the way, gaining 17.8% over 1952 
first 10 months’ volume. Dollar 
volume this year amounting to 
$352.1 million, was up $53.1 mil- 
lion from a year ago, pointing to 
another record high for the 16th 
consecutive year. Contributing to 
this growth has been National’s 
acquisition last year of the 211- 
store C. F. Smith chain in the 
Detroit area and the strengthen- 
ing of the entire chain with the 
closing of unprofitable units and 
the opening of new, modern out- 
lets. The fruits of these efforts 
are commencing to show in cur- 
rent year’s earnings of around 
$3.00 a share for the common 
stock, as compared with $2.05 
last year. 

Another chain grocer making a 
new record in volume is Winn & 
Lovett, increasing sales in its fis- 
cal year ended last June by 14.7% 
over the previous year, or from 
$177 million in 1951-52 to $203.3 
million. For the first 20 weeks to 
Nov. 14, last, sales uptrend shows 
a gain of 11.1%, or from $71.8 
million to $79.8 million, pressag- 
ing a further increase in net over 
the $2.34 a share earned in the 
last fiscal year and a_ possible 
further increase in the monthly 
dividend recently raised to 11 
cents a share. 

Running close behind Winn & 
Lovett, is Jewel Tea with sales 

(Please turn to page 348) 
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C.1.T. 
FINANCIAL 
CORPORATION 


DIVIDEND NO. 125 








A quarterly dividend of $0.50 
per share in cash has been 
declared on the Common 
Stock of C. I. T. Financia 
Corporation, payable Janu- 
ary 1, 1954, to stockholders 
of record at the close of busi- 
ness December 10, 1953. The 
transter books will not close. 
Checks will be mailed. 
C, Joun Kun, 
Treasurer 


November 25, 1953. 














ENGINE AND AIRPLANE CORPORATION 


a FAIRCHILD 


HAGERSTOWN, MD 


The Board of Directors of 
the Fairchild Engine & Air 
plane Corp. on 2 December 
1953 declared a dividend of 
twenty cents (20c) per share 
on the common stock, pay- 
able by check on the 24th of 
December 1953 to  stock- 
holders of record at the close 
of business 14 December 
1953. 

R. S. Boutelle 

President 


e PUTER : 








ELLIOTT 
fo COMPANY 


JEANNETTE, PA. 


The Board of Directors has declared the 
following dividends: 


5% Cumulative Preferred Stock 


5% Cumulative Second 

Preferred Stock 
A dividend of 62%c, payable January 2, 1954 
to stockholders of record December 7, 1953. 

Common Stock 
A quarterly dividerid of 40c, plus 40c extra, 
payable December 21, 1953 to stockholders 
of record December 7, 1953. 

M. G. SHEVCHIRK, Secretary 

November 23, 1953 


LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 
November 24, 1953 


»¥) The Board of Directors has declared 

ie a dividend of 20c per share on the 
outstanding Common Stock of the 
Company, payable on December 


24, 1953. to stockholders of record at the close 
of business on December 11. 1953. Checks will 


be mailed. 
CHARLES C. MOSKOWITZ 


Vice Pres. & lreasurer 
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BENEFICIAL 


LOAN CORPORATION 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 


CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 


$.81% per share 
(for quarterly period ending 
December 31, 1953) 


COMMON STOCK 


Quarterly Dividend of 
$.60 per share 
The dividends are payable De- 
cember 29, 1953 to stockholders 
of record at close of business 
December 15, 1953. 
B. P. FRYE 


December 1, 1953 Treasurer 


OVER IN U. S. 
800 OFFICES AND CANADA 








MARTIN-PARRY 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors has declared a dividend 
of fifteen cents (15¢) on the Capital Stock ot 
the Corporation, payable January 5, 1954, to 
stockholders of record at the close of business 
December 21, 1953 


T. RUSS HILL, President 
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for the 1953 ten months’ period 
showing a 9.6% gain over those 
of the corresponding months of 
last year, or from $184.3 million 
to $202 million, indicating full 
current year’s net at $2.70 a 
share, against $2.56 for the pre- 
vious year. It is estimated that 
upon completion of this year end- 
ing Dec. 31, Safeway Stores, 
which showed a gain of 5% in 
volume for the first 10 months, 
will experience total sales of 
$1,750 million, approximately 
6.7% above the $1,639 million re- 
ported for 1952. A more outstand- 
ing Safeway achievement in 1953 
has been greater operating effici- 
ency and cost control reflected in 
higher profit margins producing 
net estimated at $4 a share, 
double that of 1952 earnings of $2 
a share. 

Somewhat in contrast to the 
gains scored by other chains in 
the food field, has been the slow 
advance of Kroger, sales for the 
first 10 months of this year mov- 
ing up 0.8%, or from $882.7 mil- 
lion to $889.9 million. The com- 
pany, however, is moving rapidly 
in carrying out its improvement 
and expansion program, embrac- 
ing modernization and the open- 
ing of 150 new super markets 
during 1953, and it is estimated 
will show net for the current year 
equal to $3.60 a share, compared 
with $3.23 last year, again pro- 
viding wide coverage for the $2 
annual dividend rate. 


Drug Stores 


The chain drug companies, on 
the whole, continue to show in- 
creased volume, although at a 
greatly reduced rate in compari- 
son to that experienced last year. 
Peoples Drug, with five new 
stores being opened this year and 
modernization of several of the 
older units, pulled net sales for 
the 10 months to Oct. 31, last, to 
slightly more than $44 million, a 
gain of 0.9% from $43.6 million 
for the previous year’s first 10 
months. Downtrend in some ma- 
terials cost and better margins 
through improved control of op- 
erating costs are likely to result 
in net for the year of close to 
$3.60 a share. This may prove a 
conservative estimate. Walgreen 
Co., also, shows an uptrend in 
sales, the first 1953 10 months’ 
volume reaching $146.5 million, a 
gain of 0.8% over $145.4 million 
for the like period last year. The 
company closed its fiscal year at 
the end of Sept., last, with net for 
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the common stock equal to $2.26 a 
share. This represents a dip from 
the $2.44 a share shown for the 
previous fiscal year, and reflects 
an adjustment of work hours and 
higher wage costs. New self-ser- 
vice stores are being added to the 
chain and as further progress in 
cost control is achieved, the pros- 
pects for improved earnings 
should materialize. 


Chain Shoe Stores 


Optimistic views of shoe re- 
tailers as to the immediate out- 
look for the business is substanti- 
ated by the continued sales gains 
of such retail distributors as Edi- 
son Bros., and Kinney Shoes, in 
the first 10 months of this year. 
Sales of Edison Bros. were up 
2.4%, or from $64.9 million for 
the 1952 period to $66.5 million. 
Estimated net earnings for the 
current year are conservatively 
placed at $2.60 a share, against 
annual dividend needs of $1.35 a 
share. The company continues 
opening new stores and moderniz- 
ing others, and maintaining, at 
the same time, a strong financial 
position. 

Kinney Shoes last year re- 
corded a sales gain of 1.6% over 
previous year’s volume and is bet- 
tering this showing for this year, 
its volume for the first 10 months 
increasing by 2.7‘, or from $32 
million to $32.9 million. October, 
1953 sales were up 7.2% over 
those of the same month of 1952. 
A moderate improvement in this 
year’s net is expected to advance 
per share earnings to around 
$4.60, as compared with $4.35 last 
year. 


Women’s Apparel Stores 


Trends in this field are erratic. 
The Grayson-Robinson, for in- 
stance, after scoring a gain of 
2.8% in the fiscal year ended 
last July, has encountered some 
heavy going. Sales for the first 
quarter to Oct. 31, last, fell 18.3% 
from the corresponding quarter 
of last year. In dollars, the de- 
cline was from $25.7 million to 
$21 million, with a net deficit of 
12 cents a share, this drop con- 
tinuing the decline that set in the 
fiscal year recently ended that 
carried profits down to 70 cents a 
share, in contrast to $2.10 a share 
earned in the 1950-51 12 months’ 
period. Accounting for this unfav- 
orable showing, in part, were the 
charge-off of bad debts and elim- 
ination of unprofitable operations. 
With these eliminated and pos- 


sible better cost control earnings 
report may improve but in the 
meantime some uncertainty hov- 
ers over immediate dividend pol- 
icy. 

In contrast to Grayson-Robin- 
son’s experience, Lane Bryant, 
scoring a gain of 12% in sales 
last year over the 1951-52 fisca! 
year, continued to experience bet- 
ter business during the current 
year. For the 10 months to Oct 
31, last, volume of $50.6 million 
was up over the previous months’ 
figure of $46.1 million by 9.6%. 
Aiding this showing has been the 
company’s enlargement of facili- 
ties and expansion of its mai! 
order division by the addition of 
new lines of merchandise. A mod- 
erate gain in net this vear should 
carry per SHare earnings to $2.35 
or slightly more, and thus 
strengthened the base of current 
dividend requirements. 

With the return of seasonal 
weather in the final three months 
of Lerner Stores’ fiscal year, sales 
are likely to show some improve- 
ment and might even balance out 
the 3.2% decline in volume regis- 
tered in the 9 months to Oct. 31. 
Expansion of facilities and re- 
opening of enlarged stores give 
support to: this outlook. Earnings 
for the current year, estimated at 
$2.40 a share would be adequate 
to maintain current dividends of 
3714 cents quarterly. 


Men’‘s Wear Chains 


The most logical explanation 
for Bond Stores’ comparatively 
good sales volume last year which 
represented a gain of 5.1% over 
1951, and the 6.8% gain in the 
first 1953 10 months that carried 
volume to $65.4 million from 
$61.3 million, is diversification of 
lines of both men’s and women’s 
apparel and aggressive promotion 
efforts. Operating margins also 
have been materially improved 
and expectations are that current 
year’s net for the common stock 
will be in the neighborhood of 
$2.25 a share, compared with 
$1.82 a share last year, against 
the relatively modest annual divi- 
dend rate of $1 a share. 

Although Howard Stores’ 1952 
sales fell off by 2.1% from 1951 
volume, and in the first 10 months 
of 1953 showed a drop of 3.4% 
from the level attained in the 
same months of last year, there 
are indications that earnings for 
the current year will parallel the 
$2.30 a share reported for the 
preceding year. The company is 
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one of the most experienced in its 
field and has recently been obtain- 
ing a better balance between 
operating costs and profit mar- 
gins. It has maintained dividends 
at the modest rate of $1.50 a 
share annually for the last six 
years. 


Automotive-Variety 


Western Auto Supply Co., is 
generally recognized as the leader 
in this field. Sales during recent 
vears have mounted rapidly, 
reaching $84.9 million last year 
in comparison to $80.5 million in 
i951, a rise of 5.4%. The gain in 
the first 10 months ‘of this year 
nas been at a faster pace, increas- 
ing from $139 million to $148.7 
million, a gain of 7.0%. The com- 
pany has widened profit margins 
which despite increasing compe- 
tition should be maintained, while 
further expansion of outlets 
should add to sales volumes. Esti- 
mated net for the current year 
ending this month is placed at 
36.75 a share, compared to the 
1952 showing of $6.31 a share. 
The common stock has received 
dividends without interruption for 
a quarter of a century, with the 
present rate of 75 cents a share 
quarterly being supplemented by 
a year-end extra of the same 
amount. 





For Profit & Income 
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by a good margin. A 25-cent extra 
recently voted brings 1953 pay- 
ments to a record $2.25. The yield 
on that basis is over 6.4% ; and 
1954 earnings should permit 
either a boost in the $2 dividend 
rate or a larger extra than this 
year’s. Halliburton has virtually 
duplicated earlier high of 30 (also 
adjusted for 2-for-1 split in 
August). The prospect is for sat- 
isfactory continuation of oil and 
gas well drilling and maintenance, 
on which the company’s gross 
revenue depends; and therefore 
for 1954 pre-tax net not much 
different from this year’s. It 
should yield appreciably higher 
earnings, via tax relief, with 
1953 accrual probably around a 
65% rate. Earnings this year 
should be about $3 a share. The 
well-covered $1.80 dividend pro- 
vides a yield of slightly over 6% 
Both stocks are sound values from 
a longer-term perspective. 
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Reynolds Tobacco ‘’B”’ 

This stock is meeting support 
at this writing at a level about 
a point over recent reaction low 
of 401%, against earlier high of 
49. Restricted by taxes at about 
a 67% rate, 1953 net may be held 
to around $3.35 a share, against 
$2.90 in 1952. Investment appre- 
hension about possible lower sales 
of cigarettes, as a result of smo- 
kers giving up the habit for health 
reasons, are probably exagger- 
ated. The company’s 1954 dollar 
sales and margins seem likely at 
least to approximate this year’s, 
since publicity against cigarettes 
on health grounds is a very old 
story, which has not heretofore 
amounted to anything in practi- 
cal effect. Tax relief promises a 
wide gain in 1954 net, and some 
boost in the $2 dividend. The 
stock remains a sound income 
holding; and there is more to be 
said for adding to holdings on 
price dips than for liquidation. 


Strong and Soft 

Among stocks currently meet- 
ing strong demand are: American 
Home Products, American Seat- 
ing, Anchor Hocking Glass, Clin- 
ton Foods, Columbia Pictures, 
Douglas Aircraft, General Elec- 
tric, General Foods, General Tele- 
phone, Grand Union, Lockheed, 
Minneapolis Honeywell, and Min- 
nesota Mining & Manufacturing. 
But there are about as many 
“weak sisters” in the market as 
strong ones. Among many current 
soft spots are: Admiral Corp., 
Best, Dome Mines, Duplan, Mo- 
hawk Carpet, National Depart- 
ment Stores, Pacific Mills, Philco 
Chrysler, Emerson Radio, Motor 
Products, International Nickel, 
Motorola and Textron. 





Keeping Abreast 





( Continued from page 337) 
coupling of freight cars, believes 
that it has the answer in the form 
of a shock absorber, built into the 
center sill of new cars and actu- 
ated hydraulically. The company 
believes that the action of the hy- 
draulic part of the device, when 
cars are coupled, would increase 
the cushion-effect in proportion to 
the impact on the couplers, thus 
preventing damage to cars or lad- 
ing when cars are coupled in ex- 
cess of present safe limits. Re- 
search, however, is still necessary 
before the road can determine 
the effectiveness of the device. 


eer STEEL 





i 1 96TH CONSECUTIVE 
NATIONAL 
ATION/ DIVIDEND 


The Board of Directors at a 
meeting on November 25, 1953, 
declared the regular quarterly 
dividend of seventy-five cents per 
share and an extra dividend of 
twenty-five cents per share on the 
capital stock, which will be pay 
able December 14, 1953, to stock- 
holders of record December 4, 1953 

PAUL E. SHROADS 
Vice President & Treasurer 


z) MD 
\geuis9/ 


Mining and Manufacturing 
Phosphate © Potash ¢ Plant Foods ¢ Chemicals 
Industrial Minerals e Amino Products 


* 








Dividends were declared by the 
Board of Directors on 
Nov. 19, 1953, as follows 
4% Cumulative Preferred Stock 
47th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per Share 
Payable Dec. 30, 1953 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend « 
Forty Cents (40¢) per Share 
Payable Jan. 2, 1954 
Both Dividends are payable 
to stockholders of record 
at the close of business Dec. 11, 1953. 


Checks will be mailed 


Robert P. Resch 
Vice President and Treasurer 


* 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Office: 20 North Wacker Drive, Chicago 6 








Allegheny Ludium Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 








Allegheny Ludlum Steel C« ation held today, 
November 23, 1953, a dividend of one dollar 
ine and three-eighths cents ($1.09375) per 
share was declared on the $4.375 Cumulative 


Preferred Stock of the Corporation, payable 
December 15, 1953, to P referred 


stockholders of record at the close 

of business on December 4, 1953. 

[NL The Board also declared a divi 

dend of fifty cents (S0¢) per 

share on the Common Stock of 

the Corporation, payable Decem 

ber 30, 1953, to Common stock 

holders of record at the close of business on 
December 4, 1953. 

The Board also declared an extra dividend, pay 


able in Common Stock on the basis of one share 
for each fifty shares of the Common Stock out 
standing. Fractional shares will not be issued, 
but arrangements will be made for the Mellon 
National Bank and Trust Company to act as 
agent for the shareholders in the sale of frac- 
tional interests in shares or for the parchase of 
an additional fractional interest required to make 
a full share. This dividend is also payable 
December 30, 1953, to Common stockholders of 
record at the close of business December 4, 1953 
Brokers should advise Mellon National Bank 
and Trust Company, Dividend Agent, Pittsburgh 
30, Pennsylvania, on or before December 11, 
1953, as to denominations in which certificates 
should be issued. 

S. A. McCASKEY, Jr. 

Secretary 
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YALE &TOWNE 


DECLARES 
263rd DIVIDEND 


50¢ PER SHARE 


On Nov. 24, 1953, 
dividend No. 263 of 
fifty cents (50¢) per 
share was declared 
S by the Board of Di- 
rectors out of past 
earnings, payable on 
Jan. 2, 1954, to stock- 
holders of record at | 
\, the close of business 
| NE Dec. 8, 1953. 


F. DUNNING 


Executive Vice-President 
and Secretary 


THE YALE & TOWNE MFG. CO. ; 


Cash dividends paid in every year since 1899 | 





























Pressure Demands for 
Government Aid 





(Continued from page 304) 


labor’s prediction of threatened 
hard times is the low condition 
of the farmer. And yet, according 
to official figures, farm income 
this year will be $12,500,000,000 
compared with $12,300,000,000 
last year. Farmers have more 
savings and hold more securities 
than ever before while their debts 
are down. On balance, the farm 
community holds $156,000,000,000 
in all kinds of wealth with only 
$15,000,000,000 of indebtedness. 

Yet there are desperate claims 
that, unless tariff rates are raised 
farmers and domestic manufac- 
turers will be in sore straits and 
labor unemployment will rise. On 
the other hand, it is urged that 
unless tariff rates are lowered, 
foreign nations cannot sell goods 
here and thus work themselves 
out of their debts to us. It has 
been many years since customs 
duties have been an important 
factor in total revenue yet, in 
these times of close figuring, any 
source of revenue is important. 
The latest annual customs figure 
available is $550,000,000, down 
from the previous year’s total of 
$624,000,000, due to low import 
rates under the reciprocal trade 
agreements. 

Harold Stassen, head of the 
Mutual Security Administration, 
has said that foreign assistance, 
save on the military side, is to be 
almost dispensed with in the next 
fiscal year but it will remain for 
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Congress to make a final decision. 

A notable accomplishment is to 
be credited to the Post Office De- 
partment for cutting the postal 
deficit through economies. For the 
fiscal year 1952, the postal deficit 
was $727,000,000. It had been 
estimated that the 1953 deficit 
would reach $746,000,000. The 
revised figure, due to economies 
of the new Administration, is 
$440,000,000. The aggregate defi- 
cit (subsidized) from 1945 to 
1952 inclusive reached the colos- 
sal figure of $3,800,000,000. 

What has been said is but a 
part of the tale of subsidies. The 
Department of Labor shows 
$182,893,000 unemployment com- 
pensation. There is an item of 
$35,000,000 in aeronautical sub- 
sidies, the merchant marine figure 
is about $101,000,000. The sub- 
sidies implicit in guaranteed 
mortgages and the whole Federal 
housing operating run into fig- 
ures which cannot be quite pinned 
down. To be sure there have been 
substantial sums which may or 
may not be recurrent, such as the 
$126,000,000 grant to the State 
of Israel and the wheat gift to 
Pakistan. 

A close scrutiny at the entire pic- 
ture reveals that the national econ- 
omy is not as yet seriously threat- 
ened; there is no instant need (as 
labor for its own ends seeks to 
show) for extraordinary expendi- 
tures to create artificial activity. 
But there is every need for the 
most careful husbanding of our 
resources and our national funds 
to the end that there may be car- 
ried to success a program of 
transition to a new and sounder 
regime than the country has 
known for many a year! Other- 
wise, disaster looms ahead. 





Production Outlook — 
Key to Business in 1954 





(Continued from page 306) 


duction is high, at approximately 
99% of capacity. New orders con- 
tinue to pile in. All present indi- 
cations point to continuing new 
high operations in 1954, 
MANUFACTURED FOOD 
PRODUCTS. After peak opera- 
tions in March, this industry is 
leveling off slightly. The year’s 
activities are expected to be at 
healthy levels. (For a complete 
analysis, please see article “1954 
Problems and Prospects for Food 
Processing Industry,” page 318). 
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RUBBER GOODS. Production, 
although less than in the earlier 
months of the year, is still sub- 
stantially above 1952 and 1951. 
For 1954, the industry is expected 
to continue at a healthy level, al- 
though below the peaks of early 
1953. 

CHEMICALS. Production in 
this industry continues the steady 
climb first begun in early 1951. A 
constantly increasing demand for 
new products like plastics and 
synthetic fibers has accounted for 
the steady increase and has more 
than offset the drops in demand 
for some items like drugs and in- 
secticides. There are no indica- 
tions of any sizeable slackening 
in demand, and the chemical in- 
dustry is expected to continue at 
reasonably good levels through 
1954. 

PETROLEUM. The oil indus- 
try has experienced a slight slack- 
ening—approximately 2% —in pro- 
duction, but is still far above 
rates for past two years. Present 
gradual downtrend is expected to 
continue for early 1954 with a 
gradual climb beginning in mid- 
summer. (A special analysis of 
this industry will be published 
next month.) 

This summary of conditions in 
18 major industries in the coun- 
try develops a pattern that shows 
the trend in the latter part of 
1953 and the expectations for 
1954. 

It is obvious that in almost 
every industry, the long-awaited 
“readjustment” is taking place, 
and that this began at the end of 
Summer. 

There is every indication pres- 
ent conditions will exist in the 
early months of 1954 and _ pos- 
sibly be accentuated in some 
areas. In other words, the current 
downtrend is expected to continue 
until about mid-year 1954; pro- 
duction then should level off and 
begin a gradual climb. 





Acknowledgment 


In our annual book ‘Projection 
of Trends and Forecast for 1954”’ 
which has just come off the press, 
the credit line was inadvertently 
omitted from the chart “Whole- 
sale Prices U.S.—1750-1953. 
Credit should have been given to 
“The General Assembly” a com- 
pilation by the Graduate School of 
Business, Columbia University. 
Recent years’ figures on the chart 
_— brought up to date by our 
staff. 
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Profit By Our New Recommendations As 


Highly Promising Issues Reach Bargain Prices 


~ 

Tur FORECAST offers you 
alert and expert advice which 
can keep your securities in line 
with the march of events in the 
closing weeks of this year and 
throughout 1954... the de- 
velopment of new markets . . 
new improved products . . . tech- 
nical advances that may trans- 
form industries and companies. 


Today some unusually promis- 
ing situations are reaching under- 
valued levels—oversold by timid investors. Selected 
issues with prospects for increasing earnings in 1954— 
paying liberal dividends—with impressive finances are 
nearing their individual buying points. While the pub- 
lic still hesitates, informed investors can capitalize on 
outstanding opportunities for income and profit—for 
fortune building—as they emerge. 
Our carefully timed, buying advices will include me- 
dium and low-priced stocks, which should be among 
coming market leaders . . . to round out our three 
diversified investment programs: 
PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income of 514 to 8% — 
With Appreciation. 
PROGRAM TWO... Dynamic Securities for 
Capital Building with Higher Dividend 


Potentials. 
PROGRAM THREE ... Low-Priced Stocks for 
Large Percentage Growth — Where a 


maximum number of shares may be 
purchased with limited capital. 





A FULLY ROUNDED 
INVESTMENT SERVICE 
You will find that THE FORE- 


CAST tells you now not only 
WHAT and WHEN to buy—and 
WHEN to take profits . . . but it 
also keeps you informed of what 
is going on in the companies 
whose shares are recommended 
in our Bulletins. Each security 
you buy on this advice is con- 
tinuously supervised so you are never left in doubt 
as to your position. 
You will receive our weekly Bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
* outlook for business, under new government policies 
. as well as interpretation of the Dow Theory and 
our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our coming recommendations 
before they score sharp advances. 


Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues. 
plus your cash reserves — you can purchase the 
highly promising coming opportunities as we point 
them out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 
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FREE SERVICE TO JANUARY 12, 1954 
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is * 
° Mal Coupon THE INVESTMENT AND BUSINESS FORECAST + 
p of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
* 
Joday. I enclose [ $60 for 6 months’ subscription: [1 $100 for a year’s subscription. 
a s 
™ (Service to start at once but date from January 12, 1954) 7 
* Special Offer one month from the day you receive my payment.) ’ 
e SPECIAL MAIL SERVICE ON BULLETINS * 
MONTHS’ Air Mail: () $1.00 six months: [) $2.00 0 Telegraph me collect in anticipation of 
e 6 SERVICE $60 one year in U. S. and Canada. important market turning points...When ® 
m Fy ae: Delivery: [| $5.20 six months to buy and when to sell...when to ex- 
CJ $10.40 one year. pand or contract my position. e 
a 12 MONTHS’ 100 N 
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Answers to Inquiries 





(Continued from page 340) 


geographical diversification of the 
business, extending operations 
into three important Mid-Central 
States. 

Another recent acquisition was 
the purchase of two offices, one in 
Philadelphia, Pennsylvania and 
the other in Camden, New Jersey, 
from the Commercial Banking 
Corporation of Philadelphia. Sub- 
sequently the company purchased 
a second office in Philadelphia and 
one in Lehighton, Pa. General Ac- 
ceptance presently operates 69 
offices in 13 states. 

The outlook for the fourth 
quarter is encouraging and the 
company hopes that earnings for 
the full year will be as good as 
1952, when net income was the 
highest in the company’s history. 

Dividends in 1953 were 25 cents 
quarterly, the same as paid in 
1952. 





Prospects for Early 
1954 Markets 





(Continued from page 301) 


showing some current increase in 
momentum; and with an ade- 
quate test of the underlying 
strength of the economy improb- 
able earlier than at least the 1954 
second quarter. There is no 
change in our policy. Continue to 
hold conservative reserves for 
later buying opportunities; and 
to stress the quality and profit 
potentials of individual stocks in 
making portfolio adjustments. 

—Monday, December 7 





The Trend of Events 





(Continued from page 298) 


thousands of new communities, 
which in turn have become im- 
portant centers of economic ac- 
tivity radiating their influence 
far and wide. This is so powerful 
a factor that it is commencing to 
revolutionize retail trade, and 
along with it the entire system 
of distribution, from factory 'to 
store. Furthermore, on a regional 
scale, the location of thousands 
of new plants throughout e 
country, particularly in the South, 
Southwest, Pacific Coast, and 
Northwest, has stimulated &n 
enormous migration of workers 
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and their families, entirely trans- 


forming these formerly slow- 
growing areas to dynamic indus- 
trial and business centers. 

The fundamental growth of 
this country is inseparably linked 
to this prevailing desire for 
change and improvement among 
the population. This is an aspect 
of the long-term basic trend on 
which the future prosperity of 
the United States is solidly 
grounded. 


LCANS TO SMALL BUSINESS... 
Among small businessmen, there 
has been a great deal of confu- 
sion on the requirements with 
which they must comply before 
receiving loans from the Small 
Business Administration. Fortun- 
ately, the acting Administrator 
has recently clarified the condi- 
tions under which assistance from 
the SBA will be considered. In 
revising its policies under which 
Joan activities will be carried out, 
the Board makes it clear that, 
with the exception of a few spe- 
cific categories, all small business 
concerns with a ‘sound record will 
be eligible to apply. There will be 
no preferences among types of 
businesses except that they fulfill 
a usefu! function with regard to 
(a) the defense effort (b) essen- 
tial civilian needs and (c) the 
general public interest. 

The SBA’s loan program does 
not compete with the private 
banks but they will be expected 
to cooperate with the Board in 
facilitating loans to small busi- 
nessmen, under normal safe- 
guards. This will particular!y ap- 
ply to situations in which long- 
term credits are required but 
which cannot be supplied-through 
ordinary banking channels owing 
to legal and other restrictions. 

The revision of the SBA’s 
standards for loans to small busi- 
nessmen is particularly weleome 
at a time when the exigencies of 
increased competition may make 
it more difficult for these smaller 
enterprises to secure necessary 
longer-term credits. It is an excel- 
lent businesslike move for this 
government agency to make and 
one which will be applauded by all 
ranks among businessmen, big 
and small alike. 


A Dictionary of Economics 
By HAROLD S. SLOAN and 
ARNOLD J. ZURCHER 


Previous editions of A Dictionary of 
Economics received wide acclaim, and 
the book has become a standard refer- 
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ence work for students and teachers of 


economics; for professional persons in- 
terested in public affairs; for those 
concerned with banking, commerce, and 
industry; and for the many laymen 
who desire a guide through the verbal! 
complexities of economic thought. 

This third edition represents « 
thorough revision. It includes the ad- 
dition of some 300 new entries, covering 
terms which have only recently come 
into significant use in economies, and 
items of a statistical nature which re 
flect the extraordinary growth of quan- 
titative methods in economic theory 
and practice. 


Barnes & Noble $3.25 


The Unconquered 
By Ben Ames Wiliams 


The Unconquered is Ben Ames Wil- 
liams’ last novel. Completed only a few 
weeks before his death, we believe it is 
the first successful attempt in fictior 
to tell the story of the Reconstructior 
Period following the Civil War. 

A grandnephew of General James 
Longstreet, Mr. Williams all his life 
felt a dep interest in the Confederacy 
After many years of preparation and 
study, he wrote House Divided, a broad 
but penetrating picture of a Confeder- 
ate family in the War for Southern In 
dependence. House Divided was a great 
novel, and tremendously successful; 
but in writing it Mr. Williams experi- 
enced an overpowering interest in what 
happened to people such as these in the 
Reconstruction Period. Out of that deep 
sense of identification with an even 
greater story grew The Unconquered, 
a story of one of the most dramatic 
periods in American history. 


H. M. Co. $5.00 


The Renaissance 
By WILL DURANT 


This “integral method” aims to be 
philosophical history—to give a unified 
picture, and a new and wider perspec- 
tive, than conventional, departmental- 
ized accounts of the past. The key is 
synthesis on a grand scale—the presen- 
tation of all phases of a culture or an 
age in one total picture and narrative. 
In THE RENAISSANCE Dr. Durant makes 
a preliminary study of the economic 
basis and background—the growth of 
industry, the rise of banking families 
like the Medici, the conflicts of labor 
and capital, and considers the reasons 
why Italy was the first nation, and 
Florence the first city in Italy, to feel 
this awakening of the modern mind. He 
follows the cultural flowering from 
Florence to Milan, Mantua, Ferrara, 
Verona, Venice, Padua, Parma, Bolog- 
na, Rimini, Urbino, Perugia, Siena, and 
Naples and brings the story to a climax 
in the Rome of the great Renaissance 
popes. 

An entire civilization thus sits for its 
portrait, at its glorious climax. In each 
city of Italy we witness a colorful 
pageant of princes, queens, dukes, or 
doges; of poets, historians, scientists, 
and philosophers; of painters, sculptors, 
engravers, illuminators, potters, and 
architects; of industry, education, man- 
ners, morals, crime, and dress; of wom- 
en and love and marriage; of epidemics, 
famines, earthquakes, and death. We 
see modern man move boldly from a 
finite world to an infinite one. 


Simon & Shuster $7.50 
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A First Step in Your Program for a 


PROFITABLE 1954 


7. this experiment! Imagine that all your securities were sold yesterday. 


Today you have nothing but their cash value. 


Then ask yourself. “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety. income, growth—or could all or part of my funds 


be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit. even though the 
future has been discounted: (3) because they are sentimentally attached to inher- 
ited securities. or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes: (6) procrastination. 


Today there is no need to hold unfavorable investments which may be retarded 
in 1954. or those where dividends are in doubt. Selected issues are available 
which offer a substantial income, a good degree of security and dynamic growth 
prospects if your purchases are strategically timed. Many are undervalued as 
measured by earning power. capital assets and 1954 potentialities. 


As a first step toward increasing your profit and income in 1954, we invite you to 
submit your security holdings for our preliminary review — entirely without 
obligation — if they are worth $20,000 or more. 


Our survey will point out various of your less attractive holdings, and some of 
your securities to be retained only temporarily. It will tell you how our personal 
supervision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account. We will evaluate your list and quote 
an exact annual fee for our service. 

Merely send us a list of your securities in as complete detail as you care to give 
in regard to size of each commitment, purchase price and your objectives. All 
information will be held in strict confidence. This offer is open only to responsible 
investors who are interested in learning more about our investment counsel. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MaGazinE oF WALL STREET. 4 background of forty-six years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 













































Only STEER can do so many jobs so well 











Safer Air Travel is ours, thanks $o giant 
radar antennas like this that figury impor- 

tantly in the ground-control epenits sys- When 179 Tons of B-36 Thump Down ona 
tems at many airports. Made of tough, long- _ landing strip, tremendous stresses are built up in 
lasting stainless steel, the antenny shown the structural parts of the landing gear, and it 
here is corrosion-resistant, strong, will retain takes a specially strong steel to withstand such 
its critical shape. Only steel can do yo many _ landing shock loads. The main columns of the 
landing gears for these Air Force Bombers are 
made of U’S:S Carilloy Steel . . . a steel with more 
than enough impact strength to handle the job. 

















jobs so well. 












Power Line Under the Ocean. tere 

vou see the shore anchorage of 4 miles 
of submarine cable being laid on the 
bottom of the Gulf of Mexico to bring 
power out to sea where off-shore drilling 
rigs are searching for precious oil. The 
special non-leaded Amarine submarine 
cable that transmits some 2500 horse- 
power to the drilling platforms, was de- 
signed and made by U.S. Steel. The 
cable contains 3 pairs of telephone wires 
for rig-to-shore communication. 



















. US.STEEL , 
presents the 


UNITED STATES STEEL 





Eye-Level Oven. ‘The new trend in kitchen plan- A New Television Program, featuring 
ning—a separate built-in eye-level oven that makes _ stars of stage, screen and TV, and pro- 
the handling of heavy roasts and fowl easy. Made duced by The Theatre Guild, brings you a 
of gleaming, corrosion-resistant U-S:’S Stainless full hour show every other Tuesday even- 
Steel outside, with interior of light gray porcelain _ ing over a coast-to-coast network. U.S. Steel 


\ S T E é L i enamel, this eye-level oven is a major factor.home hopes you enjoy this program. See your 


TRADE MARK 


wttmrcreveom UNITED STATES STEEL 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 
AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 
OIL WELL SUPPLY .. TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. + UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 3-2290 


economists say, in improving kitchen efficiency. local newspaper for time and station. 














